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EXECUPIVE SUMMARY 
N WATER COMPANY, INC. 

ET AL. 

reproduction cost new less depreciation 
depreciation (“OCLD”) valuations. 

Pursuant to Decision No. 63584 (April 
(“AAWC”) completed its acquisition 
(“Citizens”) water and wastewater 
the largest private water and 

Arizona-American Water Company, Inc. 
Citizens Communications Company’s 

serving approximately 1 15,000 
on January 15, 2002. AAWC is now 

customers. 

(“RCND”) plant valuations, not original cost less 

AAWC filed the instant rate cases (fi  
acquisition) in November and 
increase of $11,660,912 (or 
$35,351,457. The proposed 

filings covering ten systems fiom the Citizens 
In the aggregate, AAWC is proposing an 

over its Test Year revenues as filed of 
the ten systems varies from 6.80 percent to 

2002. 

86.74 percent. 

In the aggregate, Staff is recommendidg an increase of $476,721 (or 1.35 percent) over 
adjusted Test Year revenues of $35,35 ,457. Six systems would receive rate reductions 
ranging from 3.94 percent to 15.86 pe cent. Four systems would receive rate increases 
ranging from 11.50 percent to 34.74 perc nt. t 
In the aggregate, AAWC is proposin recognition of an acquisition adjustment of the 
Citizens systems in the amount of $71,2 0,169. Staff recommends denial of the acquisition 
adjustment. Decision No. 63584 establi ed criteria that must be met before recovery of any 
portion of the acquisition adjustment ca be considered. AAWC has not even attempted to fulfill that criteria. i I 

In the aggregate, Staff recommends a fair value rate base of $91,719,544 based on OCLD 
plant valuations. Staff has determined 
and that its RCND valuations are 
fair value in the absence of valid 

AAWC did not conduct a proper RCND analysis 
Typically, this Commission uses OCLD for 
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I INTRODUCTION 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

I 
Please state your name, occupation, and business address. 

My name is Darron W. Carlso . I am a Public Utilities Analyst V employed by the n 
Arizona Corporation Commissi n (“ACC” or “Commission”) in the Utilities Division 

(“Staff’). My business address i 1200 West Washington Street, Phoenix, Arizona 85007. 

~ 

Please describe your educatioqal background and professional experience. 

I hold a Bachelor of A r t s  de in both Accounting and Business Management fiom 

Northeastern Illinois Universit in Chicago, Illinois. I have participated in a number of 4 
cost of capital and similar issues, 

Commissioners (“NARUC”), 

Michigan State University, New Mexico State 

participated in over 120 cases before this 

Duke University, Florida 

University, and others. I 

Commission in my 

Please briefly subject of this proceeding. 

Company, Inc. (“AAWC” or 

rates in four of its districts. On 
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December 13, 2002, the Comp ny filed another application for permanent rates in a fifth 

district. The Docket Numbers a 1, d districts are as follows: 

Docket No. WS-01303 02-0867, Sun City West water and wastewater 

" " WS-01303 -02-0868, Sun City water and wastewater 

" " W-O1303A- 1 2-0869, Mohave and Havasu water 

" " WS-01303 A -02-0870, Agua Fria and Anthem water and wastewater 

" " W-01303A- 2-0908, Tubac water 

Pursuant to Staffs request, the e filings were consolidated by a Procedural Order dated 

March 14,2003. i 
Initially, Staff found all five a plications to be insufficient. Subsequently, the Company 

filed amendments to its applic/ations and Staff found all five applications sufficient on 
d 

January 30,2003. I 

Q. 
A. 

What is the purpose of your stimony in this proceeding? 

I am the lead Staff witness. purpose of my testimony in this proceeding is to present 

Staffs position and recommenhations regarding rate base and revenue requirements for 

each of the ten utility systems in AAWC's five permanent rate applications. I also 
I sponsor the income tax calculat ons included in Mr. Igwe's operating expense analysis. 
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Q. 

A. 

Q. 
A. 

What other Staff witness s are involved in the presentation of Staffs 

recommendations or have pro ided substantial relevant information that you relied 

Mr. Alexander I. Igwe is prese ting Staffs pre-filed direct testimony regarding the Test 

Year operating revenue and expenses. Mr. Brian K. Bozzo is presenting Staffs pre-filed 

direct testimony regarding the h'storic and Test Year plant and accumulated depreciation. 

Mr. Dennis R. Rogers is pre k enting Staffs pre-filed direct testimony regarding rate 

upon? 

design. Mr. Joel M. Reiker is Jresenting Staffs pre-filed direct testimony regarding the 

financial analysis, cost of capit d 1, and capital structure. Mr. John A. Chelus is presenting 

Staffs pre-filed direct testirnon regarding the techca l  and engineering analysis of the 

Sun City West water and waste+ater districts. Ms. Dorothy M. Hains is presenting Staffs 

pre-filed direct testimony regarqing the technical and engineering analysis of the Sun City 

water and wastewater districts. Mr. Marlin Scott, Jr. is presenting Staffs pre-filed direct 

Y 
testimony regarding the and engineering analysis of the Mohave, Havasu, and 

don R. Hammon is presenting Staffs pre-filed direct 

and engineering analysis of the Agua Fria and Anthem 

Tubac water districts. Mr. 

testimony regarding the 
I water and wastewater districts. 1 

Staff has received assistance fi- m the Commission's Consumer Services section and any 

input from that section will be flected in Mr. Igwe's and my testimony. 

How is the remainder of organized? 

First, I discuss the for each district. Second, I discuss 

recommended adjustments to rate 

allowance for funds used 

the fair value 

adjustment, and deferred 
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taxes and investment credits. F 0 r each recommended rate base adjustment, I first discuss 

the reason(s) an adjustment is iappropriate. Then, I present the adjustment amount by 

system in the following order: Sun City West N72ter, Sun City West Wastewater, Sun City 

I 

I 

Water, Sun City Wastewater, 

Water, AnthedAgua Fria 

to the Sun City 

Water, Havasu Water, Agua Fria Water, Anthem 

and Tubac Water. Finally, I discuss issues related 

Q. 

A. 

Q. 
A. 

Did Staff prepare separate sc edules for each system? 

Yes. Staff prepared a and separate set of schedules for each of the ten systems 

rate base, operating income, and rate design. that include revenue 

Did Staff number adjustment for uniformity among the systems? 

Yes. Adjustments for the sam purpose are numbered uniformly in the schedules for all 

systems. For example the adjustments to remove the excess cost over book value paid to 

acquire the properties from orig nal plant are reflected as rate base adjustment number 7 in 

numbering means that nothing i s shown for adjustments in the systems where they do not 

4 4 
each of the systems. Since L ot all adjustments apply to all systems, this uniform 

I 
apply. I 

SUMMARY OF REVENUE REQUIREMENTS 

Q. Please review AAWC’s ed revenue requirements. 

A. In the aggregate, filings propose annual revenues of $47,012,369. This 

(or 32.99 percent) over Test Year as filed revenues 

AAWC’s proposed revenue requirements by 

represents an 

for each of the ten systems. 
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System 

Sun City West Water 

Sun City West Wastewater 

Sun City Water 

Sun City Wastewater 

Mohave Water 

Havasu Water 

Agua Fria Water 

Anthem Water 

AnthedAgua Fna Wastewater 

Tubac Water 

Q. 
A. 

TY Rem. 

$3,380,774 

3,535,680 

6,193,090 

5,088,340 

4,394,775 

440,924 

6,186,037 

4,010,805 

1,866,546 

254,486 

Please review Staffs recomm 

In the aggregate, Staff recomrr 

increase of $476,721 (or 1.35 1 

The following table reflects Sti 

reflected on Staff Schedule D% 

System Adi .TY Rem. 

Sun City West Water $3,380,774 

Sun City West Wastewater 3,535,680 

Sun City Water 6,193,090 

Sun City Wastewater 5,088,340 

Mohave Water 4,394,775 

TABLE I 

).Propsosed Rem.Incr. 

$1,482,505 

1,966,103 

5,371,957 

639,529 

623,628 

199,376 

420,573 

300,964 

439,755 

216,523 

Total Rem. 

$4,863,279 

5,501,783 

11,565,047 

5,727,s 69 

5,018,403 

640,3 00 

6,606,610 

4,311,769 

2,306,301 

471,009 

Percent Incr, 

43.85 

55.61 

86.74 

12.57 

14.19 

45.22 

6.80 

7.50 

23.56 

85.08 

tded revenue requirements. 

ids annual revenues of $35,828,178. This represents an 

rcent) over adjusted Test Year revenues of $35,351,457. 

?s recommended revenue requirements by system and as 

'-1 for each of the ten systems. 

TABLE I1 

taff Rec.Rem.Incr/Decr. Total Rem. Percent Inc/Dec 

$388,828 $3,769,602 11 S O  

1,128,063 4,663,743 31.91 

1,928,691 8,121,781 31.14 

(807,03 8) 4,281,302 (15.86) 

(684,727) 3,7 10,048 (15.58) 
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Havasu Water 440,924 

Agua Fria Water 6,186,037 

Anthem Water 4,010,805 

h t h n I A g u a  Fna Wastewater 1,865,546 

Tubac Water 254,486 

(3 1,197) 409,727 (7.08) 

(872,320) 5,3 13,7 17 ( 1 4.1 0) 

(588,512) 3,422,293 (14.67) 

(73,484) 1,793,062 (3.94) 

88,417 342,903 34.74 

BASIS FOR OPERATING INCOMb DETERMINATION 

Q- 
A. 

Q. 

A. 

How does AAWC calculate operating income in its filings? 

AAWC calculates operating 

New Less Depreciation 

Company refers to 

product of multiplying its Reproduction Cost 

times its cost of capital (rate of return). The 

cost in its testimony. 

What reason did AAWC state for proposing to calculate required operating income 

based solely on RCND rate ba s e? 

AAWC witness, Mr. Thomas 

between 9 and 13 depending 

value”, which is used in settin 

Bowassa states in his testimonies, at various pages 

the system, “...As I understand the concept of “fair 

in Anzona, the value of the plant and property on 

which the Company is entitled to earn a fair return should be its current value, as opposed 

to its book or original cost.” 
~ 

Additionally, AAWC witness, br .  Thomas M. Zepp states in his testimonies, at pages 8 

and 9, that he generally agrees yith Mr. Bourassa that the fair value should reflect current i 
value. I 
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Q- 

A. 

Q. 

A. 

Q. 

A. 

Is it the Commission’s norm 

multiplying the cost of capital 

No. On the contrary, most UI 

AAWC’s prior rate case, it wa 

operating income as the produc 

times its cost of capital. Whe 

(“FVRB”) has been calculated 

and the fair value rate of reh 

operating income as multiplyin 

Did the Company’s method 

proposed revenue requiremei 

Yes. The Company’s proposec 

is $162,938,016. As previous 

capital to its RCND rate bas 

requirement is the aggregation 

depreciation expense, and incc 

operating income results in an 

Did the Company’s applicati 

its OCLD rate base result in : 

Yes. The Company inflated it 

RCND rate base instead of its ( 

practice to calculate required operating income by 

mes the RCND rate base? 

lies do not even submit RCND valuations. In fact, in 

:d the use of RCND valuation and accepted its required 

if its original cost less depreciation (“OCLD”) rate base 

ttilities do submit RCND valuation, fair value rate base 

ling a 50/50 weighting of OCLD and RCND valuations 

multiplied by the FVRB results in the same required 

he cost of capital times the OCLD rate base. 

calculating its required operating income impact its 

? 

:CND rate base is $148,996,589 and its OCLD rate base 

discussed, the Company applied its proposed cost of 

.o determine its required operating income. Revenue 

operating income, operating and maintenance expenses, 

2 tax expense. Therefore, an overstatement of required 

xstatement of revenue requirement. 

of its cost of capital to its RCND rate base instead of 

overstatement of its revenue requirement? 

evenue requirement by applying its cost of capital to its 

LD rate base. 
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Q. 

A. 

Q. 

A. 

Q. 
A. 

How can AAWC’s use of a RCND rate base result in an overstatement of its 4 
revenue requirement in the in tant case, since its OCLD rate base is actually greater 

than its RCND rate base? 

On a consolidated basis, AA C’s proposed RCND rate base is $148,996,589 and its 

OCLD rate base is $162,938, 16. However, AAWC’s OCLD rate base includes a 

$71,240,169 acquisition adjus ent. Acquisition adjustments, by nature, are not original 

costs and should be excluded 1 fk m OCLD rate base. AAWC’s RCND rate base exceeds 

its OCLD rate base because the latter is artificially overstated by $71,240,169. Removing 

the acquisition adjustment res Its in an OCLD rate base of $91,697,847. AAWC 

Q 

1 
overstated its proposed 

rate base of 

by applying its cost of capital to an RCND 

rate base of $91,697,847. 

How should AAWC’s requiked operating income and revenue requirement be 

Operating income should be cal ulated by applying the recommended cost of capital to the 

determined? 

OCLD rate base. Revenue requ‘rement is equal to the sum of operating income, operating 

and maintenance expenses, dep eciation expense, and income tax expense. 
i I 
1 

What is the appropriate rate df return on fair value rate base? 

The appropriate rate of return o fair value rate base is the one that results in the revenue 

requirement. As discussed in tde testimony of Staff witness Mr. Joel M. Reiker (page 65), 

P 
if a utility expects to earn its co t of capital, the revenue requirement should be determined 

using an operating income tha is the product of multiplying the recommended cost of 

capital by the OCLD rate base. 1 i 
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SUMMARY OF RATE BASE ADJUSTMENTS NOS. FIVE THROUGH SEVEN 

Q. 

A. 

Please summarize the adjustm nts addressed in Staffs rate base testimony. 

Staff witness Mr. Brian K. 

his testimony. This 

t 
discusses rate base adjustments nos. one through four in 

the following adjustments: 

rate base by $432,882. In 

to include in rate 

including, in 

AFUDC Adiustment 3/95 - Ad;-istment No. Six 

In aggregate for the ten systems, this adjustment increases rate base by $1,088,573. In 

aggregate for the ten systems, WC’s filing included pro forma adjustments to reduce P 
plant by $1,438,248 and the ass ciated accumulated depreciation by $349,675 resulting in 

a net rate base reduction of $1,0 8,573. AAWC’s pro forma adjustments had already been 

recorded on the books. 

Accordingly, Staff recommends, a reversal of the Company’s pro forma adjustments. 

Th$ pro forma adjustments resulted in a double count. 

Acquisition Adjustment - Adiudtment No. Seven 

In aggregate for the ten 

aggregate for the ten 

by $71,240,169 to 

adjustment decreases rate base by $71,240,169. In 

made pro forma adjustments to increase rate base 

premium paid for the purchase of the Citizens’ 

water and wastewater propertie in Arizona. Due to AAWC’s failure to meet the criteria 

established by the Commission I in the acquisition case for consideration of the recovery of 
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the acquisition adjustment (De 

Company’s pro forma adjustme 

RATE BASE 

Q. Please review AAWC’s propo 

A, For the ten systems in AAW( 

$148,996,589. As already disc 

is based on RCND, not OCLC 

proposed rate bases by system 

ten systems. 

Svstem 

Sun City W 

Sun City W 

Sun City W 

Sun City W 

Mohave Wi 

Havasu Wa 

Agua Fna 7 

Anthem W 

AnthedAgu 

Tubac Watl 

sion No. 63584), Staff recommends a reversal of the 

S. 

!d rate bases. 

s five rate filings, the aggregate proposed rate base is 

sed in this testimony, the Company’s proposed rate base 

plant valuations. The following table reflects AAWC’s 

id as reflected on Staff Schedule DWC-3 for each of the 

TABLE 111 

:Water 

:Wastewater 

X 

kewater 

r 

ter 

r 

:ria Wastewater 

Proposed Rate Base 

$16,407,508 

13,455,978 

48,703,466 

20,233,577 

15,2 12,896 

1,369,042 

19,O 19,624 

9,837,108 

2,853,742 

1,903,647 
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Q. 
A. 

Q.  
A. 

How many rate base adjustm 

Staff recommends seven adjusl 

of the ten systems. Staff witnr 

nos. one through four, and I dis 

ded rate bases. 

lends an aggregate rate base of $91,719,544. As already 

ffs recommended rate base is based on OCLD plant 

2flects Staffs recommended rate bases by system and as 

-3 for each of the ten systems. 

TABLE N 

Water 

Wastewater 

r 

:water 

1 

er 

a Fria Wastewater 

Recommended Rate Base 

$12,0633 16 

9,004,156 

2 1,433,625 

8,838,548 

9,649,46 

822,ll 

16,742,16 

9,288,446 

2,746,928 

1,130,583 

its is Staff recommending? 

ents to rate base as shown on Schedule DWC-4 for each 

s Mr. Brian K Bozzo is sponsoring rate base adjustment 

LSS rate base adjustment nos. five through seven. 
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Rate Base Adjustment No. 5 - Post-Tlst Year Plant Additions 

Q. 
A. 

Q. 

A. 

Q. 
A. 

What is AAWC proposing for lant? 

AAWC is proposing to include 1 'n rate base all plant recorded at the end of the Test Year 

plus all non-revenue producing ' lant additions fkom January 01,2002, through December 

3 1,2002, one full year beyond t e end of the Test Year, December 3 1 , 2001. 
P 
? 

Has the Commission establis ed any guidelines regarding rate base treatment for 

AAWC's plant additions that ccur after the Test Year (post-Test Year plant)? 

Yes. In AAWC's prior rate cas (Paradise Valley Water), the Company sought to include 

plant additions made beyond he hearing date. In response to that, the Commission 

ordered AAWC to limit post-Tjst Year plant additions to those in service within 90 days 

of the sufficiency date in hture'rate cases. AAWC witness Mr. Stephenson refers to this 

I 
6 

prior case in his direct testimo y at page 7, stating that the instant rate filings fall within 

that guideline. 

Technically, yes. However, t e circumstances in this case are different than in the 

Is Mr. Stephenson correct? 

Paradise Valley case. In the phor rate case (on which the 90 day period is based), the 

Company filed its rate case wi h the Commission within 44 days of the end of the Test 

Year and sufficiency occurred ithin 30 days of filing. In the instant cases, the Company 

filed its applications 326 days 1348 days for Tubac Water) after the end of the Test Year 

b 
i 
1 
\ 

and sufficiency occurred 70 

sufficiency date as a criterion 

after the filing. This demonstrates that using the 

post-Test Year plant in rate base provides an 

opportunity for the Company to skew the factors of regulatory lag for its own benefit. 
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Q. 

A. 

Why did Staff accept and fin sufficient a rate filing that was based on a stale Test 

Year? 

The answer to this question 

summarize here. In July of 

several aspects which Staff will briefly attempt to 

of AAWC contacted Staff telephonically 

to express concern over Staffs ecommendation for a rate case moratorium in Docket No. 

W-01303A-01-0983, regarding the acquisition of American Water Works (“AWW”) 

(AAWC’s parent) by RWE 1 f Germany. Staff had recommended a rate increase 

moratorium upon completion f the acquisition. AAWC inquired as to whether Staff 

would consider the moratori 4 to apply to any rate increase requests filed prior to the 

acquisition closing date. The d ompany stated that they were preparing rate filings for all 

of the Citizens properties that t had agreed to acquire in 2002. Staff informed AAWC 

that it did not intend the mor torium to become effective for filings made before the 

acquisition was expected to oc UT in early 2003. Upon Staffs inquiry, AAWC advised 

Staff that the Test Year ending /for the cases being prepared was June 30,2002, was based 

1 

I 
1 
I 

on six months each of Citizen ’ and AAWC’s records, that the filing would include no 

post-Test Year plant additions, I and would be filed in August 2002. Further, Staff was 

advised by AAWC that all o f t  e Citizens properties acquired were losing money. All of 

the aforementioned infomation( that AAWC provided to Staff turned out to be erroneous. 
b 

Just prior to the actual filing ok the instant rate cases in November and December 2002, 

AAWC and AWW officers an representatives met at the Commission with Staff At the 

meeting, AAWC asserted that he RWE acquisition was imminent, that all of the Citizens I 
acquired properties were losin money and that the Company’s financial health would be 

seriously damaged if the was forced to wait for rate increases until after any rate 

promised Staff complete cooperation during the moratorium. 

rate case, requested that Staff complete its sufficiency review as soon as possible so that 
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the rate cases could be found s fficient prior to the acquisition closing. However, when 

the instant rate cases were filed the Test Year and other information asserted by AAWC T 
was incorrect. In response to S,  t aff s inquiry, AAWC explained that it had been working 

I 

with the Citizens’ records fo a year and had many problems correlating Citizens’ 

information with its own recor s. As a result, AAWC changed its plans and decided to 

file based on a Test Year endin December 31, 2001, using only Citizens’ records for the 

Test Year and using pro to impute AAWC’s costs onto the Citizens’ 

1 
Test Year. 

At that time, Staff was conceded that rejection of the filings due to the stale Test Year 

could have a negative impact 10 AAWC’s financial health. Staff was also aware that 

AAWC was already claiming rate case expense of $700,000. 

Q. 
A. 

Q. 
A. 

What other factors to post-Test Year plant additions? 

Year plant additions were used and useful and 

or replacements. Second, the Commission 

on the Company in the RWE acquisition. 

largely security related, and Staff believes 

deserve some special consideration. 

First, Staff determined that 

that they were non-revenue 

imposed a three-year rate 

Third, the post-Test Year 

that at this time these 

Please review AAWC’s propoked post-Test Year plant additions. 

In the aggregate for the ten syst ms in AAWC’s five rate filings, the Company proposes to 

include $5,067,635 of post-Te t Year plant additions in rate base. The following table e s 
reflects AAWC’s proposed PO 

the totals reflected in Column 

Year plant additions by system and as included in 

Schedule DWC-4 for each system. 
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Q. 
A. 

Q. 

Svstem 

Sun City W 

Sun City W 

Sun City W 

Sun City W 

Mohave W; 

Havasu Wa 

Agua Fria 1 

Anthem Wi 

Anthem/ Agu 

Tubac Watc 

Please review Staffs recomm 

In recognition of the issues pre 

non-revenue producing post-? 

through December 3 1,2002, ir 

2, AAWC provided post-Tes 

provided in its filing. Staffs rr 

aggregate for the ten systems, 

in rate base by $432,882 fior: 

Staffs recommended adjustm 

reflected on Staff Schedule DV 

Why is Staff restricting its rl 

Test Year plant additions in 

TABLE V 

Water 

:Wastewater 

:r 

:ewater 

r 

ter 

r 

'ria Wastewater 

Post-Test Year Plant Additions 

$610,000 

21 3,100 

2,002,900 

2 16,300 

984,000 

212,200 

559,081 

182,500 

43,054 

44,500 

ided adjustments to post-Test Year plant additions. 

ously discussed, Staff recommends including in rate base 

jt Year plant additions for the period January 1, 2002 

his case only. In response to Staff data request DWC 12- 

Year plant information that is more current than that 

ommendation is based on the updated information. In the 

taff s adjustment increases post-Test Year plant included 

$5,067,635 to $5,500,517. The following table reflects 

its to post-Test Year plant additions by system and as 

:-4 for each system. 

ommendation to include non-revenue producing post- 

te base to only this case? 
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A. Including post-Test Year plant 

and other components of the re 

most situations. However due t 

recognizing this limited amou~ 

base is appropriate. 

Stafi 

System Post-Test 

Sun City West Water $( 

Sun City West Wastewater 

Sun City Water 

Sun City Wastewater 

Mohave Water 

Havasu Water 

Agua Fria Water 

Anthem Water 

AnthemJAgua Fna Wastewater 

Tubac Water 

Rate Base Adjustment No. 6 - AF'UI 

Q. What is AAWC proposing in 

A. In aggregate for the ten syst 

$1,438,248 and reducing the a 

effect o f  these adjustments is tc 

ditions in rate base introduces a mismatch between plant 

:me requirement. Creating a mismatch is undesirable in 

the unique circumstances in this case as discussed above, 

of non-revenue producing post-Test Year plant in rate 

TABLE VI 

ljustment to 

ar Plant Adchtions 

j,200) 

i,984) 

3,200 

!,426) 

5,354 

7,922) 

13,603 

!0,074 

32 

14,151 

Recommended 

Post-Test Year Plant Additions 

$533,800 

206,117 

2,096,100 

203,874 

1,189,356 

194,278 

642,683 

302,574 

43,086 

88,65 1 

Adjustment 3/95 

s filings regarding its AFUDC Adjustment 3/95? 

ns, AAWC included an adjustment reducing plant by 

ociated accumulated depreciation by $349,675. The net 

educe rate base by $1,088,573. 
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Q. 
A. 

Q. 
A. 

Why did AAWC include this adjustment in its rate filings? 

The Commission ordered 

case. While preparing 

to make this adjustment to its books in the prior rate 

AAWC could not identify the required adjustment in 

Citizens’ records and made the idjustment to comply with the Commission’s order. 
I 

Why is Staff making an adjus ment to AAWC’s AF’UDC adjustment? 

When Staff inquired, via data equest DWC 6-10, as to why the adjustment was being 

made, AAWC discovered that citizens had, in fact, booked the adjustment when ordered 

t 
1 

to do so by this Commission. his nullified the need for the additional adjustment. After 

Staff determined that the adjus ent had been correctly booked by Citizens, Staff removed 

the Company’s pro forma adj stment to restore the balances to the correctly booked 

amounts. 

T 
t 

bn 
The following table eflects AAWC’s proposed AFUDC adjustments to plant 

and accumulated and Staffs reversal of those adjustments. Staffs 

adjustment is reflected on Staff s chedule DWC-4 for each of the ten systems. 

AAWC 1 
Svstem Plant Adi. 1 
Sun City West Water 

Sun City West Wastewater 

Sun City Water 

Sun City Wastewater 

Mohave Water 

Havasu Water 

Agua Fna Water 

Anthem Water 

$(43 1,998) 

(242,717) 

(450,822) 

(93,075) 

NIA 

NIA 

(217,801) 

NIA 

TABLE VI1 

AAWC 

Acc. Dem. Adi. 

$(92,68 1) 

(73,969) 

(11 1,822) 

(18,330) 

N/A 

NIA 

(52,460) 

NIA 

Staff 

Plant Adi . 

$43 1,998 

242,7 17 

450,822 

93,075 

NIA 

NIA 

2 17$0 1 

N/A 

Staff 

Acc. Detx. Adi. 

$92,681 

73,969 

11 1,822 

18,330 

N/A 

NIA 

52,460 

NIA 
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AnthedAgua Fria Wastewater NIA 

Tubac Water (1,835) 

NIA NIA NIA 

(413) 1,835 413 

Rate Base Adjustment No. 7 - Acquiqition Adjustment 

Q. 
A. 

Q. 
A. 

Q- 
A. 

Q. 

A. 

Q. 

A. 

What is an acquisition adjust ent? 9 
An acquisition adjustment is accounting entry representing the difference between the 

purchase price paid by an acquiding utility and the book value of assets being purchased. , 
Did AAWC propose recovery bf an acquisition adjustment in this case? 

Yes. 

What is the source of the acquiisition adjustment? 

AAWC acquired all of the water and wastewater systems owned by Citizens 

Communications Company ("Citizens") in Arizona, as authorized in Decision No. 63584. 1 
Did Decision No. 63584 est blish the rate-making treatment for the acquisition 

No. The rate-making treatment was deferred to a future rate case. However, Decision No. 

63584 did establish criteria at the Company must meet before recovery of any 

adjustment? 

acquisition adjustment can be c nsidered. 
I 
t 

According to Decision No. 63 84, if any acquisition adjustment is to be recovered in 

rates, what would be the basis of that recovery? 
1 

Decision No. 63584 states ll), “Arizona-American is cautioned that the 

Commission will require Ariz to demonstrate that clear, quantifiable and 

resulted from the acquisition of Citizens’ substantial net benefits to 
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systems that would not have een realized had the transaction not occurred before the 

Commission will consider re overy of any acquisition adjustment in a future rate 
b C 

proceeding. ” i 

Q- 

A. 

Q. 

A. 

Q. 

A. 

Did AAWC attempt to dem nstrate net benefits realized by ratepayers from the 

acquisition in its filing? I 
0 

No. AAWC did not even atte pt to demonstrate any net benefits from the acquisition. 

AAWC witness Mr. David P. tephenson stated in his direct testimony (page 22), “It is 

my recommendation to delay the demonstration of the clear, quantifiable, and substantial 

net benefits for ratepayers resu ting from the purchase of the Citizens’ assets by Arizona- 

t” 

I 
1 

American until a later date, after which time Arizona-American will have greater 

operating experience and be etter able to demonstrate the tremendous net ratepayer 

benefits that result from t h s  trapsaction.” b 
Is the Company’s propose treatment of the acquisition adjustment in this 

application consistent with the acquisition recovery provisions of Decision No. 

No. 

63584? 

P 
Decision No. 63584 re uired that AAWC demonstrate clear, quantifiable, and 

substantial net benefits to rat payers from the acquisition before the Commission will 

make such a demonstration, it i b proposing to recover the acquisition adjustment. 

even consider recovery of any e acquisition adjustment. Despite the Company’s failure to 

In what manner does the C mpany’s filing provide for recovery of the acquisition 

adjust men t? I 
AAWC is proposing to recov r the acquisition adjustment in two ways. 

included in original cost rate 

First. AAWC 

of the various districts that are the subject of the 
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Q. 

A. 

consolidated rate case, 

AAWC paid to Citizens 

operating expense for 

that represents the excess over book value that 

these properties. Second, AAWC included, as an 

amortization of the acquisition adjustment over 

forty years. 

Assuming AAWC could dem nstrate ratepayer benefits from the acquisition, what 

are some issues to consider P n determining the amount, if any, of the acquisition 

adjustment that should be all wed for recovery? 

There are several issues to c :: nsider. First, Citizens’ gain of $71,240,169 due to the 

acquisition by AAWC was not shared with ratepayers. As an issue of equity, if ratepayers 

did not share in the gain, then t ey should not have to pay an acquisition cost. The effect 

would be to force ratepayers to pay twice for the plant equal to the amount of any 

acquisition adjustment allowe for recovery. Second, the mere event of a change in 

ownershp is not sufficient judtification for increasing rates. As previously discussed, 

Decision No. 63584 addressed this by requiring AAWC to demonstrate net benefits to 

I 1 
ratepayers before recovery of acquisition adjustment is even considered. 

A calculation of net benefits i cludes consideration of detrimental impacts to ratepayers. 

The acquisition harmed ratepa ers due to the elimination of accumulated deferred income 

taxes (“ADITS”) of $4,674,819 and investment tax credits (“ITCs”) of $1,910,600. These 

items had, under Citizens’ boo s, reduced rate base, so their elimination raises rate base. 

There may be other detrimental items as well. For example, AAWC’s pro forma 

I 
f 

adjustments to substitute its ojerhead costs for Citizens’ costs suggests that AAWC has 

higher overhead costs. These +e among the issues that should be used as an offset to any 

benefits the Company may dedonstrate in support of a request to recover the acquisition 

adjustment. Further, the net be b efits demonstrated should also have been unobtainable by 
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Q. 
A. 

Q. 
A. 

Citizens, because ratepayers s ould not have to bear the burden of the acquisition 

adjustment if the net benefit co ,” Id have been implemented by Citizens without the burden 

of a $71 million increase to rate base. 
~ 

~ 

Please review AAWC’s propo I ed acquisition adjustment. 

In the aggregate, AAWC’s five rate filings propose acquisition adjustments of 

$71,240,169. 

What is Staffs position on the proposed acquisition adjustment? 

Staff believes that the acquisiti n adjustment should receive no recognition in the instant 

rate cases for all the aforeme tioned reasons. The following table reflects AAWC’s 

requested acquisition adjustme ts and Staffs reversal of these adjustments as reflected in 

Schedules DWC3 and DWC-4 fbr each of the ten systems. 
I 

i TABLEVIII 

System 

Sun City West Water 

Sun City West Wastewater 

Sun City Water 

Sun City Wastewater 

Mohave Water 

Havasu Water 

Agua Fria Water 

Anthem Water 

6,121,93 1 

523,302 

13,305,699 

1 ,045,860 

AnthemlAgua Fria Wastewater 

Tubac Water 

6,134,972 

53 1,184 

Staff adjustment 

$(8,164,652) 

(10,401,376) 

(9,746,553) 

(5,264,640) 

5,121,93 1) 

(523,302) 

3,305,699) 

1,045,860) 

(6,134,972) 

(53 1,184) 
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Deferred Taxes and Income Tax Cre I its - Acquisition Net Benefit Components 

I 
Q. 

A. 

Q. 

A. 

Q. 
A. 

Q. 

A. 

What treatment did Decision No. 63584 specify for the eliminated ADITs and ITCs 

carried on Citizens’ books? 

That Decision states (page 11)’ “Under the Agreement, any decision on the treatment of 

ADITs and ITCs will be ed until Arizona-American seeks new rates in a future 

proceeding.” 

~ 

t 

How are the ADITs, excess deferred income taxes, and ITCs that were on Citizens’ 

books reflected in AAWC’s 

AAWC witness, Mr. 

that the deferred 

considered for any 

22 and/or 23) states, “It is my recommendation 

taxes, and the investment tax credit not be 

What were the book amounts carried by Citizens at the time of the asset sale? I 
The amounts on Citizens’ boo s were deferred taxes, $4,674,819; excess deferred taxes, 

$0; and investment tax credits, 

Would Staff summarize the leasons AAWC opposes any rate-making treatment of 

deferred taxes and investmen credits? 

Yes. First, AAWC notes that t ese items represent a source of funds for Citizens, but not 

AAWC. These taxedcredits will be used by Citizens in calculating its taxable gain or loss 

from the sale of the assets a n i  the related deferred tax will become due. The deferred 

I 

I F 
taxes and ITCs are eliminated when the related taxes are paid. Second, the Internal 

Revenue Service has 

taxes and income tax credits 

rate-making recognition of deferred income 

result in the utility losing the option to use accelerated 

depreciation on its Federal 
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Q. 

A. 

Q. 

A. 

Q* 

A. 

Q. 
A. 

Does Staff agree that these re good reasons to eliminate the deferred taxes and 

ITCs, that were on the book of Citizens at the time of the sale of assets, from the 

calculation of rate base in this and future rate cases? : 
Yes. This is necessary to with U.S. Treasury normalization rules. 

Does Staff agree that taxes and ITCs should not be considered for a 
rate-making purpose? 

No. As No. 63584 requires AAWC to demonstrate net 

consideration of recovery of any acquisition 

income taxes and ITCs increases rate base and 

This incremental cost to ratepayers is an offsetting 

may be able to demonstrate in calculating net 

adjustment. The loss of de 

subsequently revenue 

component to any 

benefit. 

What is Staffs recommendakion regarding deferred taxes and investment credits 

that were on Citizens’ books t the time of the sale of assets that were the subject of 

Decision No. 63584? 

Staff recommends that these amounts not be included in the calculation of rate base in the 

1 
current or any future rate ca e; however, these amounts should be included in the 

determination of any net benefi to ratepayers that AAWC may claim to support a request 

for recovery of any portion of it t acquisition adjustment. 

What is Staffs recommendati L n regarding the acquisition adjustment? 

Staff recommends that the Com?nission authorize no acquisition adjustment in the current 

that AAWC be ordered to exclude from future rate 

adjustment that affect revenue requirement until 

proceeding. Staff further reco 

filings all components of the 
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AAWC demonstrates clear, q antifiable, and substantial net benefits to the affected 

ratepayers, in the same rate fil I ng. Staff hrther recommends that AAWC be placed on 

notice that comparisons betwe n its operations and those of Citizens' for the purpose of 

demonstrating net benefits b comes less reliable, and therefore more difficult to 

demonstrate, as time lapses. I 
OTHER ISSUES 

Sun City Wastewater - Tolleson Agrhement 

Q. 
A. 

Q. 

A. 

Briefly, what is the Tolleson Igreement? 

The Sun City wastewater systeb does not treat its own wastewater but delivers it to the 

City of Tolleson wastewater tre tment plant under an agreement originally signed in June 

1985. The Third Amendment t this agreement was executed April 22, 2003. The Third 

Amendment provides for fbnd'ng a five-year capital project for the City of Tolleson 

wastewater plant, of which, psbWC will be providing approximately $10,000,000 of the 

4 
I 
I 

total $40,000,000 project. 

funding for a replacement 

and an aggregate balance 

y, the Third Amendment increases AAWC's 

reserve to a maximum of $20,000 per month 

What is AAWC's proposed treatment of the five-year capital project and the 

replacement and contingency eserve payments in the instant rate case? 

AAWC proposes to place these costs in a balancing account and recover them through a 

surcharge. AAWC witness Md. , Bourassa discusses the issue in his direct testimony at 

I 
pages six through nine. In addi ion, on June 15, 2003, AAWC filed an application for an 

accounting order authorizing it defer these costs (Docket No. SW-Ol303A-03-0375). 
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Q. 

A. 

What is the status of the acco nting order docket? 

On August 20,2003, the Comp ny, Staff, the Residential Utility Consumer Office, and the 
9 a 

7 

6 

City of Youngtown stipulated ~ to an agreement that allows AAWC to defer costs as 

amended by the Third Amehment related to the five-year capital project and the 

replacexent and contingency relerve. 

Q. What concerns does Staff ha e regarding the Company’s proposal to place capital 

8 

9 

10 

11 

and reserve costs related to he Third Amendment of the Tolleson agreement in a 

balancing account and recove them through a surcharge? 

It is premature to recommend tr atment of the capital and reserve costs related to the Third 

Amendment of the Tolleson a eement until the Commission renders a decision in the 

i 
1 A. 

i 

12 

13 

14 

accounting order case. 
~ 

I Surcharges are administrative inefficient. Assuming the Commission adopts the 

provision of the stipulated a g e  e ment regarding the accounting order that allows AAWC 
15 II 
16 

17 

18 

19 

20 

21 

to defer the capital and reserve costs, Staff recommends that these costs be deferred until 

its next rate case. At that tim I , at least a good portion of these costs would be known. 

Deferring these costs to the nex rate case places the Company in the same position as if it 

owned the new plant and repla ements. That is, prudently incurred plant additions would 

be recognized in the next ratel case. Therefore, deferring the capital and reserve cost 

related to the Third Amend rn ent of the Tolleson agreement is the most appropriate 

I 4 
treatment. I 

I 
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Plant Removed per Decision No. 
plant in service in the Sun City Water system 

Arizona-American Water Company, Inc. ("AAWC'I) is a public service corporation 
engaged in the business of providing blic utility water and wastewater service to 
approximately 1 15,000 Arizona customers. YY 

60172 - This adjustment removes $88,746 from the 
.to comply with Commission Decision No. 60172. 

The purpose of Mr. Bozzo's testimon3 is to present Staffs analysis and recommendations 
concerning the Company's Test Year plant d accumulated depreciation balances for the ten 
systems in the five rate applications cons lidated in this docket. Mr. Bozzo's testimony 
discusses four Staff adjustments made to At. WC's recorded plant at Test Year end, December 
31,2001. ~ 

In aggregate, Staff recommends a 
December 3 1,2001, as shown in Table 1 
shown on Schedule DWC-4 for each of 

1 disallowance of AAWC's plant recorded at 
of this testimony. Detail of the adjustment is 

An overview of Staffs four adjustm nts to recorded Test Year end plant is provided 
below. p 

Not Used and Useful Plant - In aggre Staff removed $1,737,746 of plant that was not 
used and useful in the provision of utility 

Unidentified Plant - In aggregate, Sta removed $272,649 of plant that AAWC could not 
identifjr or locate. f 

Accounting Error - Misclassified Plant - This adjustment removes $17 1,390 from plant in 
the Sun City Water system to correct a mi+lassification of Central Arizona Project ('ICAP'') 
study costs. ~ 
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INTRODUCTION 

Q. 
A. 

Q* 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Please state your name and bu mess address. 

My name is Brian K. Bozzo. My business address is 1200 West Washington Street, 

Phoenix, Arizona 85007. 

1 

By whom are you employed 

I am employed by the 

the Utilities Division 

was employed by 

in what capacity? 

Commission (“Commission” or “A.C.C.”) in 

Services Officer 11. Until July 2003, I 

Please describe your education bnd work experience. 

I obtained a Bachelor of Science egree in Business Administration fkom the University of 

Arizona located in Tucson, Arizo 1 a. In 1991, I joined Staff as a rate analyst. I have been 

responsible for conducting case 

in rate proceedings, finance 

and serving as a Commission witness 

of Convenience and Necessity 

(,‘CC&N”) proceedings, among bthers. During the course of these duties, I attended 

numerous seminars on utility 

Association of Regulatory 

including courses presented by the National 

and New Mexico State University. 

What Test Year was used by thd Company in this filing? 

AAWC applied a historical Test ear covering the twelve months ending December 31, 

2001. 

What is the purpose of your test mony in this proceeding? i 
The purpose of my testimony s to present Staffs analysis and recommendations 

concerning the Test Year plant anql accumulated depreciation balances for the ten systems 
f 



1 

2 

3 

4 

5 

6 

7 

8 

9 

i a  

11 

12 

13 

1 4  

15 

I t  

li 

15 

1s 

2( 

21 

2; 

2: 

2f 

2: 

2( 

Docket Nos. WS-01303A-02-0867, et a .  1 Direct Testimony of Brian K. Bozzo 

Page 2 I 

included in the five rate applications filed by Arizona-American Water Company, Inc. 

(I'AAWC'' or Tompany") on November 22, 2002, and December 13, 2002, and 

consolidated in this docket. My testimony sets forth Staffs adjustments to plant in service 

and accumulated depreciation as recommended at the end of the Test Year. 

Q. 
A. 

Q* 

A. 

Q. 

A. 

How is your testimony 

This introduction is followed 

plant recorded at Test Year 

Staffs adjustments to the 

summary of the general nature of Staffs adjustments to 

I discuss each plant adjustment. Finally, I discuss 

depreciation account which correspond to Staffs 

plant adjustments. 

What other Staff members 

recommendations? 

Mr. Darron W. Carlson incorpo ates my recommendations and testifies to Staffs original 

cost rate base ("OCRB"), reven e requirement, income taxes and other items for each of 

resent direct testimony that incorporate your plant P 
1 

the ten systems. " 
Did you rely on the testimoby of any Staff members in formulating the plant 

recommendations shown in yo r direct testimony? 

Yes. I relied on the direct t stimony of the various Utilities Division engineering 

members, including Mr. Marlin Scott, Jr., Mr. John A. Chelus, Mr. Lyndon R. Hammon 

and Ms. Dorothy M. Hains ("St i f Engineering"). These individuals were responsible for 

the preparation of direct testi ony and engineering reports for the various Company 

systems. These testimonies pro 'de detail on recommendations for removal of "not used 

and usehl plant" and "unidentifi d plant" from plant in service. These recommendations 

are incorporated into my plant +lysis. 
1 



I 
I 
I 
1 
1 
I 
I 

1 1  
1 
I 
1 
1 
I 
I 
1 
I 
1 
1 
I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

Docket Nos. WS-01303A-02-0867, et 
Direct Testimony of Brian K. Bozzo 

Page 3 

SUMMARY OF PLANT ADJUSTM NTS 

Q. Provide a brief summary of th 1 adjustments outlined in this testimony. 

A. This testimony presents various adjustments to Test Year plant. These adjustments relate 

only to plant recorded at Test Y ar end and are separate from the post Test Year plant and 

rate base adjustments presente in the testimony of Mr. Darron W. Carlson. Staffs 

adjustments to both of these ets of plant and rate base figures are shown on Staff 

Schedule DWC-4 - Summary of Original Cost Rate Base Adjustments. I am sponsoring 

rate base adjustment nos. 1 thr ugh 4 on Schedule DWC-4 for each of the ten systems. 

1 
d 
4 

Mr. Carlson is sponsoring rate 

affect all ten systems; therefore, 

adjustment nos. 5 through 7. Not all adjustments 

is shown in the systems where they do not apply. 

Not Used and Useful Plant 

In aggregate for the ten system Is , Staff removed $1,737,746 of plant because it 

was not used and useful in the provision of utility services. 

~ 

In aggregate for the ten syste , Staff removed $272,649 of plant because the 

Unidentified Plant 

Company could not physically i entify the plant which was reported on its list of 
4 

assets. h 
Accounting Error - Misclassified Plant 

I 

This adjustment removes 

the Company admitted in 

from plant in the Sun City Water system that 

to a Staff data request was an accounting error 

and should be removed 
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Plant Removed er Decision No 1 60 172 

This adjustment removes $88,7 6 from the plant in service in the Sun City Water i system to comply with Commis ion Decision No. 60172. 

PLANT IN SERVICE I 

Q. 

A. 

Q. 
A. 

Please summarize the Staff adjustments to Test Year Plant in Service as shown in the 

first four columns of Staff Schidule DWC-4. 

In aggregate for the ten systems J Staff removed $2,270,531 from plant recorded at the end 

of the Test Year. Detail of the k ffect on specific plant accounts is shown on the Schedule 

DWC-4 for each of the ten syst s. Table 1 below shows the aggregate amount removed 

for (1) not used and useful pl t, (2) unidentified plant, (3) plant misclassified due to 

accounting error, and (4) plant removed to comply with Decision No. 60172. 
t 

TABLE 1 

STAFF'S ADJUSTMENTS TO PLANT RECORDED AT TEST YEAR END 
I 

LINE NO. AMOUNT 

1. NOT u s ~ d  AND USEFUL $ 1,737,746 
2. UNIDENTI~IED PLANT $ 272,649 

MIS-CLASSIFIED PLANT $ 171,390 
PRIOR DECISION $ 88.746 

!$2,270,53 1 

3. 
4. 

5. TOTAL 

Do any of your adjustments, r flected on Schedule DWC-4, affect multiple systems? 

Yes. The $1,737,746 adjustm nt related to not used and useful plant, as well as the 

$272,649 adjustment related to unidentified plant both affect multiple systems. The 

$171,390 accounting error and the $88,746 item relating to compliance with a prior 

decision impact the Sun City W * er system only. 

I 

I 
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Rate Base Adjustment No. 1 - Not Used and Useful Plant 

Q* 

A. 

Q. 
A. 

Q* 
A. 

Did Staff conduct inspectiods to determine whether the plant claimed in the 

Company’s filing is used and useful for the provision of utility service. 

Yes. These inspections that not all of the plant claimed in the filing is used and 

useful. Staff are presenting testimonies explaining the items that 

were found to be not used and +eful. Please see their testimonies for a description of the 

plant items determined to be not~used and useful. 

Why is Staff removing plant tqat is not used and useful? 

Only plant that is used and use 1 for the provision of utility service should be included in 

the cost of service. 

What adjustment is Staff reco+mending? 

Staff recommends removing  the^ amount shown in Table 2 below from plant. In addition, 

Staff recommends a $543,880 rdduction to Accumulated Depreciation to correspond with 

the reduction to plant. These adustments are shown on Schedule DWC-4 for each of the 

ten systems. I 
1 TABLE2 

NOT U$ED AND USEFUL PLANT 

LINE NO. 

1. 
2. 
3. 
4. 
5.  
6. 
7. 
8. 
9. 
10. 

11. 

TYPE OF A~DJUSTMENT 

MOHAVE 

AGUA F 

TUBAC 

TOTAL 1 

AMOUNT 

$ 
$ 212,082 
$ 1,370,218 
$ 
$ 
$ 77,319 
$ 76,503 
$ 
$ 
$ 1,624 

$ 1,737,746 
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Rate Base Adjustment No. 2 - Uniden 

Q. 

A. 

Q. 
A. 

Did Staffs analysis identify ar 

could not locate or identify? 

Yes. Staffs analysis revealed, ii 

Company could not identify. 

explaining the unidentified item: 

What is Staff recommending fc 

Staff recommends removing tl 

adjustment would remove the a: 

Staff recommends a $109,792 r( 

the reduction to plant. These ad 

ten systems. 

LINE NO. 

1. 
2. 
3. 
4. 
5 .  
6. 
7. 
8. 
9. 
10. 

11. 

v 
TYPE OF P 

SUN CITY 
SUN CITY 
SUN CITY 
SUN CITY 
MOHAVE 
HAVASU 
AGUA FRI 
ANTHEM 
AA WASTl 
TUBAC 

TOTAL 

ified Plant 

ounts included on the Company's list of assets that it 

aggregate for the ten systems, $272,649 of plant that the 

Staff Engineering witnesses are presenting testimonies 

r Unidentified Plant? 

: unidentified plant fiom the cost of service. Staffs 

iounts shown in Table 3 below fi-om plant. In addition, 

hction to Accumulated Depreciation to correspond with 

ustments are shown on Schedule DWC-4 for each of the 

TABLE 3 

'IDENTIFIED PLANT 

NUSTMENT 

VEST WATER 
VEST WASTEWATER 
VATER 
VASTEWATER 

WATER 

AMOUNT 

$ 19,743 
$ 3,367 
$ 
$ 15,547 
$ 233,992 
$ 
$ 
$ 
$ 

$ 272,649 
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Rate Base Adjustment No. 3 - Accoudting Error, Mis-Classified Plant 

Q. 

A. 

Q. 
A. 

Did Staffs review reveal an ccounting error that resulted in an overstatement of 

plant in the Sun City Water sy tem? 

Yes. Staff decreased plant by $171,390 to reflect the removal of Central Arizona Project 

("CAP") costs that the Compan admitted were misclassified. Staff conducted discovery 

to determine the reasonableneds of the plant amounts the Company included in the 

applications. This process incuded 1 the composition and review of a number of data 

requests between Staff and the ompany. In response to Staff data request BKB 26-3, a 

9 
Y 

question designed to gather i f ,formation about a $171,390 cost element whch was 
I 

included in a 1995 plant addition for Sun City Water, the Company stated the following: 

"These charges appear do have been mis-posted to capital projects and 
should be removed from rate base." 

The Company's response 

should be excluded from 

that the cost was not properly classified as plant and 

What adjustment is Staff reco+mending? 

Staff recommends a 

Table 4 below, to remove 

recommends a $41,665 

reduction in plant. This 

to plant in the Sun City Water system, as shown in 

study costs that were misclassified. In addition, Staff 

to Accumulated Depreciation to correspond with the 

is shown on Schedule DWC-4 for the Sun City Water 

system. 
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ACCOUNTINC 

LINE NO. TYPE OF I 

1. 
2. 
3. 
4. 
5.  
6. 
7. 
8. 
9. 
10. 

SUN CITY 
SUN CITY 
SUN CITY 
SUN CITY 
MOHAVE 
HAVASU 
AGUA FRI 
ANTHEM 
AA WAST 
TUBAC 

11. TOTAL 

Rate Base Adjustment No. 4 - Plant i 

Q. 
A. 

Q. 
A. 

Did the Company’s filing refle 

Yes. Decision No. 60172 ren 

related to an observation well. 1 

reinstated in a later year. 

What adjustment is Staff reco 

As shown on Table 5 below, S 

City Water system to comply w 

$33,764 reduction to Accumula 

This adjustment is shown on Scl 

TABLE 4 

RROR - MISCLASSIFIED PLANT 

JUSTMENT AMOUNT 

EST WATER 
EST WASTEWATER 
ATER 
ASTEWATER 

7ATER 

$ 171,390 

noved to comply with Decision No. 60172 

previous Commission disallowances of plant? 

ved $88,746 horn Account #314, Wells and Spr,,igs, 

$88,746 reduction was recorded in the plant records but 

mending? 

Frecommends an $88,746 decrease to plant in the Sun 

1 Decision No. 60172. In addition, Staff recommends a 

1 Depreciation to correspond with the reduction to plant. 

iule DWC-4 for the Sun City Water system. 
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LINE NO. 

1. 
2. 
3. 
5 .  
6. 
7. 
8. 
9. 
10. 

11. 

PLANT REI 

TYPE OF 

SUN CITT 
SUN CITT 
SUN CITJ 
MOHAVE 
HAVASU 
AGUA FR 
ANTHEM 
AA WAS7 
TUBAC 

TOTAL 

Q* 

A. 

Does this conclude your 1 

depreciation? 

Yes, it does. 

TABLE 5 

TED PER DECISION NO. 

KJSTMENT 

EST WATER 
EST WASTEWATER 
4TER 

‘ATER 

n - 72 

AMOUNT 

$ 
$ 
$ 88,746 
$ 
$ 
$ 
$ 
$ 
R 

$ 88,746 

:ct testimony regarding plant and accumulated 
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DOCKET NOS. W 

I For the ten systems consolidated in tl 
Inc.'s ("AAWC" ~r-"Company'~) seeks to E 
corporate overhead expenses. The Compan; 
overhead expenses necessary to operate the 
the Company proposes to substitute $4,624,! 
projected additional expenses, a total of $7, 
The Company's proposal is based on extrap 
2002, a period outside of the test year. Staff 
forma adjustment because the projected 01 

create a mismatch between test year reveni 
overhead bv $4.579.823 without cornmensur; 

_ I , ,  

E Similarly, in aggregate for the ten sy 
its projected salaries, wages and related exp 
expenses. Although AAWC's proposal resu 
Staff recommends denying the adjustment be 
and measurable and create a mismatch with t 

For the Anthem and Agua Fria watc 
projected purchased water expenses for Ci 
proposed purchased water expenses for An 
quantity for each system by 2002 costs p 
mismatch between revenues and expenses 
water expense without a corresponding incre 
sold. Staff recommends purchased water ex 

I 
9 
T 

since 2002 rates are a known and measurable 

Staff also recommends adjustments i 
I 
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A. My name is Alexander Ibhade IIgwe. My business address is 1200 West Washington 

Street, Phoenix, Arizona 85007. ’ 
~ 

I 
Q. 

A. 

By whom are you employed and in what capacity? 

I am employed by the Utilities Division of the Arizona Corporation Commission 

(“Commission”) as a Public Utiljties Analyst IV. 

I 

Q. Briefly summarize your educ tional and professional qualifications related to your a 
responsibility in the field of ut’ ity regulation. 

I hold a Bachelor of Science De ee in Accounting from the University of Benin, Nigeria 

and a Master of Information Syslems Management degree from Keller Graduate School of 

Management of Devry Universi y. I am a Certified Public Accountant and a member of 

7 
gr A. 

I 
t 
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26 

divisions of Arizona-Americd I Water Company, Inc.’s (“AAWC” or “Company”) 

consolidated application fo 
I 

Q. What are Staffs adjusted te 

income results in aggregate fori the ten systems? 

In aggregate for the ten systems, Staffs adjusted test year results show revenues of 

$35,351,457, expenses of $29,609,024, and an operating income of $5,742,433 for a 6.26 

percent rate of return on an okginal cost rate base (“OCRB”) of $91,719,544. The 

Company’s test year results for b e  ten systems, as filed, show revenues of $35,351,457, 

’s reported test year, operating 

I 
A. 

1 
expenses of $30,964,305 and operating income of $4,387,152 for a 2.69 percent rate of 

return on test year original cost rbte base (“OCFW’) of $162,938,016. 

i 
SUMMARY OF ADJUSTMENTS 

Q. Please summarize the adjushments addressed in Staffs revenue and expense 

testimony. I 
i 
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In aggregate for the ten systdms, this adjustment decreases operating expenses by 

$575,598. It eliminates the Company’s pro forma adjustment to substitute $3,736,791 of 

its projected salaries, wages and kelated expenses for $4,312,389 of Citizens’ recorded test 

year expenses. AAWC’s propoial is based on an extrapolation of costs incurred outside 

the test year. It is not known 4 d  measurable and creates a mismatch between revenues, 

expenses and rate base. 

I 

. 

I 

I 

I 

i 
I 

Depreciation Expense 

For the ten systems, this adjultment results fiom Staffs application of Commission 
I 

approved depreciation rates to :Staffs recommended plant in service. It adjusts for 

amortization of contributions-i n l-aid-of-construction (“CIAC”) and the amortization of 

deferred regulatory assets. It liminates AAWC’s pro forma adjustment to recognize 

amortization of the acquisition a justment related to the purchase of the ten systems from 

Citizens Communications, ~ n c .  (“~itizens”). 
9 

i 
~ 

I Property Taxes I 

For each of the ten systems, t d s  adjustment reflects Staffs recomputation of property 
j 
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This adjustment reflects the impdct of Staffs other adjustments to test year expenses. 

1 
I 
I Purchased Water Expense I 

This adjustment was made to r move a mismatch between quantity of water purchased 

and sold in the Company's pro f m a  adjustment for the Anthem and Agua Fria systems. 1 I 

I 

I OPERATING INCOME 

Q. 

A. 

How is Staffs testimony on op' rating income organized? 

Staffs testimony on operating Income discusses each issue for which an adjustment is 

recommended collectively for tlie ten systems. Additionally, interrelated adjustments are 

discussed together under the s ' e heading to present a more cohesive understanding 

the net effect. For example, IMWC's proposal to replace Citizens' corporate cos 

allocation with its proposed Se+ice Company Charges and projected additional expenses 

are discussed under the headingi corporate cost allocations. Similarly, Staffs adjustment 

to the Company's proposal to sqbstitute its projected salaries, wages and related expenses 

for Citizens' test year salaries, sages and related expenses are discussed under a common 

heading titled salaries and Wages. Although, related adjustments are discus 

collectively, each adjustment is  shown separately on Staffs schedules. Staffs sche 
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SYSTEM OVERHEAD 
1 SUN CITY WATER 
2 SUN CITY WASTE WATER $ 320,555 $ 405,553 

3 SUN CITY WEST WATER $ 300,468 $ 450,103 

4 SUNCITY WEST WASTE WATER 
5 ANTHEMIAGUA FRIA WASTE WATER 
6 AGUA FRIA WATER $ 324,638 $ 652,015 

7 ANTHEMWATER 
8 MOHAVEWATER $ 445,434 $ 529,831 

9 HAVASUWATER I ($64,494) $ 75244 $ 70,882 $ 81,632 

10 TUBAC WATER ($27,929) $ 38,653 $ 33,106 $ 43,830 

11 OPERATING EXPENSES 1 ($3,181,235) $4,624,940 $3,136,118 $4,579,823 

12 OPERATING EXPENSES CAPITALIZED 1 ($500,000) $0 $0 ($500,000) 

13 TOTAL AAWC PRO FORMA ADJUSTMENTS 1 ($3,681,235) $4,624,940 $3,136,118 $4,079,823 

AAWC's PRO FORMA ADJUSTMENTS TO 
~ 

I 

I 
1 

I 
I 

(1) AAWC's pro forma adjustment No. 1 

(2) AAWC's pro forma adjustment No. 3 

(3) AAWC's pro forma adjustment No. 10 
1 
~ 

I 
1 

Operating Income Adjustment Nos. 1, '2 and 3 - Corporate Cost Allocations, Service Company 

Charges & Projected Additional Expen es 
I I 

I 

1 
I 

Q. Please explain why AAWC's $3,681,235 of pro forma adjustments to reduce Citizens' 

operating expenses? 
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Q. What is AAWC’s explanatio4 for its pro forma adjustments to eliminate Citizens’ 

recorded test yea overhead ejpenses from the operating expenses of its ten systems? 
I 

A. The Company’s witness, Mr. qourassa, claims in his testimony that with the transfer of 
I 

Citizens’ systems to AAWC, Cltizens’ corporate expenses do not reflect the expenses of 

AAWC on a going-forward basis. In addition, the Company’s witness, Mr. Stephenson, 

states in his testimony that “..,these expenses pertain to Citizens’ management fees of 

Citizens’ assets in Arizona, no expenses that will be incurred under the ownershp and 

management of Arizona-Ameriqan.” See Stephenson’s Direct Testimony, page 15, lines 5 

I 

9 
I 
i through 7. I 

i 
Q. Are the Company’s justificati ns for its pro forma adjustments to eliminate Citizens’ 

corporate cost allocations con 1 istent with sound rate-making principles? 

No. The Company’s pro f o d a  adjustments eliminate actual test year corporate costs. 

The Company has not shown da t  -the recorded test year corporate overhead amounts are 

insufficient with efficient mana ement. In addition, the Company has not demonstrated 

that its proposal would result in i a normal or more realistic relationship between revenues, 

expenses and rate base. 

I 
A. 

h 
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I 

ted accountin 4 principles FGAAP”)? 
I 

A. Yes. The Company asserts thal, “Because these payments have already been made for a 

capital item, the total $500,000; should be considered a capitalized investment and spread 
1 

over the remaining term of the greement with Tolleson. This payment to Tolleson is for I\ 
the benefit of present and futur ratepayers and as such these present and future ratepayers 

should share in the costs.” nder GAAP, a cost should be attributed to the periods 

benefited. Therefore, the Chmpany ’s justification for capitalizing and method of 

amortizing the Tolleson trickli g filter costs is consistent with GAAP and should be 

accepted. Staff recommends a proval of the Company’s proposal to capitalize $500,000 

of Tolleson trickling filter cost. 

J 
h p 

i Q. 

A. 

What does Staff recommend f r AAWC’s corporate cost? 

As shown on Schedule AII-3 for each system, Staff recommends denial of AAWC’s pro 

forma adjustment to eliminate $P, 18 1,235 of Citizens’ test year corporate cost allocations 

from this proceeding. Staff recobends  actual test year expenses. 

What is AAWC’s proposal regarding Service Company charges? 

1 

I 

I 
Q. 
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Mr. Stephenson testifies that tbe proposed Service Company charges were derived by 

using AAWC’s actual orded, costs incurred between April d July of 2002, a period 

outside of the test year. The kompany states that its average monthly charge for the 

period between April and July q002 was $429,476. Its proposed annual Service Company 

charges of $5,153,711 were derived by multiplying the average monthly Service Company 

charge of $429,476 (for the period April through July of 2002) by 12 months. The 

Company claims that it exclud the months of January through March from its monthly 

average Service Company ch ge because they either were not full months, due to 

finalization of the acquisition [January), or they do not accurately reflect normal cost 

I 

t 
I 

allocations fkom the Service Co&pany (February and March). 

Q. Did the Company explain hdw it allocated Service Company charges to the ten 
I 

systems? 

A. Yes. The Company allocated its total proposed Service Company charges based on a 

four-factor method. The four-fictor method consists of plant in service, general metered 
I 

customers, salaries and wages +d direct operating and maintenance expenses. AAWC 
I 

claims that the four factors used in this allocation are representative and produce the 

Citizens’ costs are no longe 
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I 1; 

12 

1 15 

21 

I 

replaced by current annualiz 

I 

occur on a going-forward basis In 

Q. Are AAWC’s 

Citizens’ actual test year cokporate cost allocations consistent with sound rate- 
l 

I 
making principles? i 

A. No. First, AAWC’s Service ompany charges are extrapolations based on expenses 

incurred between April and Juiy 2002, a period outside of the test year. The annual 
c 
, 

estimate is not an actual cost &d the Company did not demonstrate that the expenses 

incurred in these four months e representative of AAWC’s average costs for the year. 

Second, these costs were not inburred in the test year, thus creating a mismatch between 

test year revenues, operating exdenses I and rate base. 

4 
I 
I 

Third, AAWC’s proposal to substitute $4,624,940 of its Service Company charges and 

$3,136,118 of its projected oierheads, for $3,181,235 of Citizens’ Corporate cost 

allocations, increases total corp rate cost allocations for the ten systems by $4,579,823. 

Ratepayers should not be burdhned with additional overhead simply due to change in 

ownership. AAWC has not dempnstrated that its proposed increase in overheads provides 

I 

i 
i 
I 
1 
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substitute its Service Compan charges for Citizen’s corporate cost allocations? 

, Staff recommends rejecting AAWC’s pro 
$I 

n Schedule AII-4, dor each 

forma adjustments to substi&e AAWC’s Service Company charges for Citizen’s 

corporate cost allocations. St aft recommends using Citizens’ actual test year figure. 

Q. 

A. 

What is AAWC requesting in Its filings regarding projected additional expenses? 

As shown on AAWC’s Scheddle C-2, adjustment 10, the Company proposes to include 
I 
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I 

contends that its projected addjtional expen 

charges are more representativ ’ of the 

its projected Service Company 

to operate the tens systems, on ei 
going-forward basis. 

I 
Q. Is the Company’s justificatidn for its request to increase overheads by $3,136,118 

consistent with sound rate-m ik  ing principles. 

A. No. As previously above, AAWC’s projected expenses were derived by 

incurred between April and July 2002 to a 12-month extrapolating the 

period to provide an annualizedlamount. It is not known that these costs are representative 

of average costs over a 12-mohth period. These projected expenses were derived from 
1 

costs incurred outside the test $ear, creating a mismatch. In addition, the Company has 

not demonstrated benefits cobensurate with its $3,136,118 projected incremental 
I 
I 

expenses. ’ 
expenses? 

I 
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14 

replace it with $4,624,940 of kxtrapolated Service Company charges and $3,136,118 of 

extrapolated projected addition 1 overhead costs, resulting in a $4,579,823 net incre 

corporate overhead expenses. 

AAWC’s pro forma adjustm 

adjustment numbers 1 ,2  and 3, Iespectively. 

1 
r each of the ten systems, Staffs adjustments to remove 

are shown on Schedules AII-3. AII-4 and AII-5 as 

SALARIES, WAGES AND RELATE# EXPENSES 
~ 

Operating Income Adiustment Nos. 4 a d  5 

Q. Please provide an overview d, AAWC’s two pro forma adjustments pertaining to 

salaries, wages, and related ex enses for the ten systems in this filing? 

AAWC proposes to remove acr ss the ten systems $4,312,389 of test year salaries, wages 

and related expenses recorded !by Citizens and replace it with $3,312,791 of salaries, 
I 

wages and related expenses AA C projects to incur. The Company’s proposal results in 

$575,598 net decrease in salary ‘wages, and related expenses as shown on Table II. 

I 

A. 1 
1w 
I 
~ 

I 
I 
I 

I 



1 

I I 

SYSTEM 
$7963 13 ($152,136) 
$96,303 ($261,267) 

1 SUN CITY WATER 

3 SUN CITY WEST WATER 

4 WATER i ($740,226) $481,323 ($258,903) 

($459,186) $546,577 $87,391 
5 WATER 
6 AGUA FRIA WATER 

($652,224) $621,259 ($30,965) 8 MOHAVE WATER 

10 TUBACWATER ~ ($86,5 12) $64,473 ($22,039) 

SUNCITY WEST WASTE ~ 

ANTHEWAGUA FRIA WA'TSd 
I 
I ($152,759) $227,320 $74,561 

7 ANTHEMWATER I ($450,680) $400,165 ($50,515) 
~ 

9 HAVASU WATER I ($67,795) $127,053 $59,258 

, 
I , TOTAL I $(4,312,389) $3,736,791 ($575,598) 
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mismatch. Further, the Comp+y has not shown that the costs incurred for April through 

ver the 12-month period. 

Q. Are the Company’s propose pro forma adjustments to salaries, wages and related 

expenses consistent with sounil rate-making principles? 

No. The Arizona Administratide Code (“AAC”) requires the use of a historic test year for 

establishing revenues, operatidg expenses and rate base in a rate proceeding, with 

allowance for pro forma adjusbents to obtain a normal or more realistic relationship 

d I 
I 

A. 

between revenues, expenses an rate base. A normal or more realistic adjustment includes 4 
one that is known and measura$le. The Company’s proposal is not based on known and 

measurable changes. 
I 

I 

In its response to Staffs data request AI1 1 1-1, the Company stated that there have been 
I 
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reasonable, the portion of the $45,152 increas to salaries, wages and related expenses that 
I 

was not capitalized could reasanably be considered a known and measurable change to 

test year results. However, Stdff did not make this adjustment since the amount is not 

significant when distributed ovei the ten systems. 

I 

I 

Q. What is Staff recommending? 1 
A. Staff recommends rejecting 4 W C ’ s  pro forma adjustments to substitute its projected 

I 

salaries, wages, and related expbses for Citizens’ recorded test year expenses, as shown 

on Schedules AII-6 and MI-7, a justment nos. 4 and 5, for each of the ten systems. a 
Operating Income Adjustment No. 6 - Dbreciation Expense 

Q. 

A. 

I 
I 

What are the components of thb Company’s proposed depreciation expense? 

As shown on Schedule C-2, pagk 6, of each of the ten systems, the Company’s proposed 
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proceeding. The Company ca$ulated pro forma depreciation expense on post test year 

plant additions by multiplying b e  total value of its post test year plant additions by the 

composite depreciation rate ob test year plant in service. Similarly, the Company 

calculated amortization of Citi I ens’ acquisition adjustment and amortization of deferred 

regulatory assets based on the /composite depreciation rate of test year plant in service. 

The amortization of CIAC wad derived by multiplying the original cost by 10 percent, 

consistent with Decision No. 63b84. The Company correctly deducted the amortization of 

CIAC from the sum of the othe components to derive the depreciation expense included 

in its cost of service. 

I 

I 

I 

1 

I 
I 
I 
I 

I 
I 

I 

Q. Did Staff recompute the Cdmpany’s depreciation expense for each of the ten 

systems? 

Yes. Staff recomputed depreciqtion expense based on Staffs recommended total plant in 

service and Commission approv d depreciation rates. Staff used the same methodology as 

AAWC to calculate depreciatiod expense. Staffs calculation differs from the Company’s 

due to the use of Staffs recobended plant in service, which is different than the 

A. 

k 
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Q. 

A. 

What is Staff‘s recommendat’ n regarding depreciation expense? 

Staff recommends depreciatioq expense shown on Schedule AII-8, for each of the ten 
I 

systems, consistent with Staff s! recommended plant and Staffs recommendation to reject 

AAWC’s proposal to recognize ICitizens acquisition adjustment: 

+ 
I 

i 
Operating Income Adiustment No. 7 - property Taxes 

Q. 

A. 

I 

What is the Company proposing regarding property taxes? 

The Company is proposing pr perty taxes derived by employing an adaptation of the 

Arizona Department of RevenuL’s (“ADOR)” Centrally Valued Properties method. The 
e 

Company’s proposed property laxes are shown on AAWC’s Schedule C-2, page 7 for , 

each of the ten systems. I 
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calculation of the average revenu 

e is a major component used in 

three historical 

etermination of years. The calculated aver 
I 

in the ADOR: methodology. For rate-making purposes, using only 
I 
I 

historical revenues calculate/ property taxes to include in the cost of service fails to 

effects of Eutu e revenue from new rates and it results in an 
1 

r 
understatement/(overstatement) ;of property tax expense for going-forward property taxes. 

Staff uses adjusted test year reienues twice and Staffs recommended revenues once to 

calculate the three-year average1 for use in the ADOR method. Staffs method provides a 
I 

i 

better estimate of property taxed. The Company’s method is different from Staffs in that 

it uses actual and adjusted te$t year revenues combined with proposed revenues to 

calculate a three-year average rhvenue. Thus, to the extent actual and adjusted test year 

revenues are different, there is (a difference in Staffs and the Company’s property tax 

i 

1 

I 

calculation. Similarly, the difference between Staffs recommended revenue and the 

Company’s proposed revenue will result in a difference in the property tax calculation. 
I 

I 
1 

I 
Q. 

A. 

Please explain Staffs cornputadion of test year property taxes. 

Staff used the ADOR method i i  determining property taxes. Staff derived a three-year 

average for each system by multiplying Staffs adjusted test year revenues by two (2) and 

adding the result to Staffs recobended revenues and then dividing the total by three. 

1 
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Schedule C-1 of the Company’$ filings show test year incomes taxes for each of the ten 
I systems. I 

1 
I 
I 
1 

Q. 

A. 

Did the Company provide a schedule depicting its computation of income taxes? 

Yes. Schedule C-3, page 1, o the Company’s filing shows the federal tax rate as 34 

percent, state tax rate as 6.97 bercent and an effective combined tax rate of 38.5989 
1. 

I 
percent. 

Q. Does Staff agree with the Co$pany’s calculated tax rate of 38.5989 percent as the 

applicable combined federal a d state tax rate? d 
A. Yes. As shown on Schedule DMk-2, line 17, Staff confirmed that the combined effective 

federal and state income tax rate 1s 38.5989 percent. 
I 

~ 

I 
Q. Did Staff prepare a schedule sqwing the computation of income taxes? 
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I 
Q. How did AAWC derive its roposed purchased water expenses for Anthem and 4 

Agua Fria? i I 

i 

, 
A. The Company derived its propo$ed purchased water expense for both systems by applying 

a 2002 cost per acre-foot to th ' quantity ordered for 2002. For example, the Company 
I 

derived its proposed purchased bater expense for Anthem, in the amount of $21 1,055, by 
I 

multiplying the quantity ordered for 2002, (3,247 acre-feet) by $65, the projected cost per 

acre-foot for 2002. Similarly, t li ,e proposed purchased water expense for Agua Fna, in the 
, 

amount of $382,700 was derived by multiplying the quantity ordered for 2002 (4,300 acre- 

feet) by $89, the projected net cqst per acre-foot for 2002. 
I 
I 
I 

Q. Does AAWC's calculation of Purchased water expense for Anthem and Agua Fria 
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Staff recalculate purchased water expense for Anthem and Agua Fria? 

. Staff recalculated purchaied water expense for both systems by applying the 20 

year quantity to the 2002 post per acre-foot. Staffs recomputed purchased water 

expense reflects a known and deasurable change in the unit cost of purchased water and 

removes the mismatch between he test year and 2002 volumes. 

I 
I 

t I 

Q. What is Staff recommending? I 
A. As shown on Schedule MI-1 l,! Staff recommends purchased water expense for Anthem 

l 

and Agua Fria based on  test^ year quantities purchased adjusted for a known and 

measurable change in the cost per acre-foot. 
I 

I 
Q. Does this conclude your direct, testimony? 
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EXECU~IVE SUMMARY 
ARIZONA-AMEMCAN WATER comANy, IN(-. 

DOCKET NO. $3-01303-02-0867 ET AL. 

On November 22 and December 13,2002, hzona-American Water Company, Inc. (“AWWC” 
or “Company”) filed general rate applicatiohs for five of its districts that included seven water 
systems and three wastewater systems. 4 W C  provides potable water, irrigation water, and 
wastewater services to approximately 
Dennis R. Rogers presents Staffs 

00 customers in Arizona. The testimony of Mr. 
rate designs for each of the seven water and 

three wastewater systems. 

Water I 
All of the present water system rate desibs are based on minimum monthly charges that 
increase by meter size. Four systems have separate customer class for private fire protection 
and one system has a separate irrigation clads. Five systems include no gallons in the minimum 
charge, one system includes 1,000 gallons4 and one system includes 1,000 gallons for some 
customers and 2,000 gallons for others. systems have flat commodity rates and four 
systems have an inverted two-tier structure with a break over point between tiers 
at 8,000 gallons. One system has rates. In two systems multi-unit housing 
customers are billed a monthly minimum chbge equal to the monthly minimum charge for a 5/8 
x 3/4 -inch meter times the number of housing units. The multi-unit rates are the subjc - .  of 
customer complaints. I 

AWWC proposes to increase rates uniformly so that all customers for a particular water system, 
regardless of class or use, receive the sade percentage increase in their monthly bill. The 
Company also proposes a two-step phase i of its proposed rates to mitigate the impact of its 
proposed revenue increase. Phase one yould become effective immediately following a 
Commission decision and phase two, 12 m nths later. The first phase increase would be the 
lesser of the total proposed increase or 40 1 ercent over current rates. For those systems with 
proposed increases exceeding 40 percent, {he phase two increase would be for the balance. 
AWWC proposed a low income tariff for twq systems. 

4 

Staff recommends an inverted three-tier commodity rate structure with monthly minimum 
charges that increase by meter size and no &Alons included. Staffs rate design recognizes the 
growing importance of managing water as a lfinite resource and promotes a reduction in average 
use in the long term. Staffs rate structure prbvides a low income assistance benefit to customers 
that limit consumption. The two-step phase  in of rates is unnecessary with Staffs substantially 
lower recommended revenue requirement for each system. Staffs three-tier rate structure 
renders seasonal rates unnecessary. The 5/81’ meter median monthly residential bills and dollar 
and percent change by water system are as follows: 

sun city Water: Median Residential Bill is $I13.22, an increase of $3.1 1, (30.81 percent) 

Sun City West Water: Median Residential Bill is $12.05, an increase of $1.47, (13.94 percent) 

Mohave Water: Median Residential Bill is $14.20, a decrease of $3.33, (19.00 percent) 

Havasu Water: Median Residential Bill is $1 .69, a decrease of $1.99, (12.69 percent) b 



Anthem Watr- Median Residential Bill is $18.93, a decrease of $1 1.07, (36.90 percent) 

Agua Fria Water: Median Residential Bill ii  $15.12, a decrease of $3.78, (20.00 percent) 

Tubac Water: Median Residential Bill is $3&92, an increase of $10.29, (35.94 percent) 

In the present rates, all three wastewat r systems have separate classes for Residential, 
Commercial, and Large Commercial custo ers. Each customer class in each system has its own 
flat monthly rate. In addition to the flat onthly rate, some customers pay a volumetric rate 
based on water use. In addition, there are .: flat monthly fees applicable to certain commercial 

Wastewater 

customers for additional toilets, dishwashdrs, garbage grinders, washing machines and wash 
racks, and annual fees for industrial discharge. 

AAWC proposes to increase the rates 
system, regardless of class, receive 
uniform increase would be 
charges for each customer 
volumetric rates by that same percentage. 

so that all customers for a particular wastewater 
percentage increase in their monthly bill. 

the existing applicable flat monthly 
and, also, increasing the applicable 

A 

Staff recommends maintaining the existirig rate structure and adjusting rates uniformly to 
generate Staffs recommended revenue reqdirement. The median monthly residential bills and 
dollar and percent change by wastewater syslem are as follows: 

Sun City Waste Water: Median Residentid1 Bill is $10.82, a decrease of $2.05 (15.93 percent) 

Sun City West Wastewater: Median Residenjial Bill is $21.48, an increase of $5.24 (32.27 percent) 

AnthedAgua Fria Wastewater: Median Residential Bill is $27.53, a decrease of $2.47 (8.23 percent) 
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INTRODUCTION 

Q* 
A. 

Q. 

A. 

Q. 
A. 

Please state your name, occu ation and business address for the record. 

My name is Dennis R. Roge s. 
P 

I am a Public Utilities Analyst IV employed by the 1 
Arizona Corporation (“Commission”) in the Utilities Division (“Staff ’). My 

business address is Street, Phoenix, Anzona 85007. 

I 
Please provide a brief descri tion of your responsibilities as a Public Utilities Analyst 

IV. 

I examine and analyze accounling, finance, statistical, and other information and prepare 

reports based on my analyses t, h at present Stafrs recommendations to the Commission on 

utility revenue requirement, fidancing, rate design, and other matters. 

p 
I 

Please describe your educati nal background and professional experience. 

I received a Bachelor of BusiFss Administration with an emphasis in Accounting from 

Arizona State University. 

0 

I have participated in multiple ’ ate, financing, and other regulatory proceedings including 

the unbundling of rates for an electric distribution utility. I attended the National 

seminars and courses in utility jegulation and utility accounting and finance. 

f 

Association of Regulatory Uti1 1 ty Commissioners Utilities Rate School, and have attended 

I began employment with the bommission as a utilities regulatory analyst in May 2001. 

Prior to joining the Commissio b , I worked at the Department of Revenue in the Taxpayer 

Assistance Section. I was the1 Production Budget Coordinator for the Arizona Republic 

prior to my employment in state government. 
I 
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Purpobe of Testimony 

1. 

Q. How is Staff‘s rate design test 1 mony organized? 

Organization of Testimony 

A. 
I 

Staffs rate design testimony is lorganized to present a discussion of the present rates, the 

Company proposed rates, and S\aff s recommended rates for the seven water systems and 

the three wastewater systems. 1 
~ 

WATER RATE DESIGN 

Present Water Rate Design 

Q. 

A. 

Please provide an overview of the existing rates for the seven water systems. 

Although, the water systems h , ave similar rate structures, each has its own unique 

variation. The following is a geheral description of their primary features. Details of the 

rate designs are presented on Stah Schedule DRR-1 for each system. 

All seven systems have a month y minimum charge that increases with meter size. In the 

Tubac and Havasu systems a eneral service class applies to residential, corrimercial, 

irrigation, private fire protectiod, and miscellaneous other customers. In the Sun City 

West, Sun City, Mohave, Antqem and Agua Fria systems, private fire protwtion is 

segregated as a separate custom& class. In the Sun City system, irrigation customers are 

also a separate customer class. the Sun City West, Sun City, Anthem, Agua Fria and 

I 
9 

I 

I 
I 
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Tubac systems, no gallons are~included in the minimum charge. In the Mohave system, 

1,000 gallons are included in he minimum charge. The Havasu system has two sets of 

rates. Most Havasu customer I receive 1,000 gallons in the minimum charge; the other 

(Rio Verde area) customers re eive 2,000 gallons in the minimum charge. In the Mohave 

and Havasu systems, multi-unit housing customers are billed a monthly minimum charge 
4 

equal to the 5/8-inch meter tim b s the number of housing units. 

The Mohave, Havasu and Antdem systems h< e a flat commodity charge. The Sun City 

West, Sun City, Agua Fria, d d  Tubac systems have inverted two-tier commodity rates 

with a break over point betwee4 the tiers at 8,000 gallons. 

The Company's Proposed Water Rate Design 

Q. 
A. 

Q. 

A. 

I 

Please explain how AAWC pqoposes to implement rates in two phases. 

The Company proposes to impjement new rates in two phases to mitigate the impact of its 

proposed revenue increase. The Company proposes to implement phase one rates 

immediately upon issuance of /in order by the Commission in this proceeding and phase 

I 
I 
I 

I 

two rates twelve (12) months' later. Under the Company's phase in proposal, if its 

proposed revenue increase  for^ a particular system is less than 40 percent, rates would 

increase by the total propose 4 increase in phase one. In systems that the Company 

proposes a revenue increase exceeding 40 percent, rates would increase by 40 percent in 

phase one and by the balance od the total increase in phase two. 

~ 

I 

Please provide an overview qf the Company's proposed rate designs for the water 

systems. 

The proposed rate designs are essentially the same as the current designs but with an equal 

percentage increase in all rated and monthly charges. AAWC proposes to increase its 
I 
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current rates uniformly so tha all customers for a particular water system, regardless of 

class or use, receive the same~percentage increase in their monthly bill. This would be 
r 

accomplished by increasing th monthly minimum charges and all commodity rates by the 

same percentage and ng the existing rate structure in terms of gallons included 

and break over points between tiers. 

Q. 
A. 

Please provide a brief explanation of AWC's low income program. 

Decision Nc 65655, dated Flbruary 20, 2003, ordered AAWC to file a low income 

program in this proceeding b The Company filed its low income 

program on July 22, 2003. The Company's program pertains only to the Sun City West 

and Sun City water districts. those two districts, AAWC has a Groundwater Savings 

April 21, 2003. Y 

+ Monthly Residential Surcharg :" that provides funds for a Groundwater Savings Program. 

Revenues and expenses associ ed with the Groundwater Savings Program are recorded in 

a balancing account, and over] and under-collections from one year are carried forward 

and included in the estimated c sts of the following year to determine the surcharge going 

forward. I 

0 
AAWC's proposed low income/ program would relieve qualifying customers from paying 

the surcharge. The surcharge evenues credited to these qualifying customers would be 

added to the balance to be collqcted from the remaining customers that pay the surcharge. i 
The effect is to increase the s rcharge to non-qualifying customers to pay for the low 

income qualifying customers. " Residential customers with 5/8 x 3/4-inch and 3/4-inch 

meters in the Sun City West an1 SUP City water districts with incomes below 150 percent 

of federal poverty guidelines that file with the Arizona Department of Economic Security 

would qualify for the low income program. Customers would have to make annual filings 
I 

to remain qualified. ~ 
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the growing importance of managing water as a finite 

Staff's Recommended Water Rate Design 

Q. 

A. 

Q* 

A. 

in the long term, and to reduc the incremental cost of hture growth consistent with its 

increasing cost. I 
e 

Please provide a description i of Staff's recommended rate structure for the water 

Staff recommends a three-tier i n verted block rate structure with break over points at 4,000 

systems. 
I 

gallons, and at 100,000 gallons If use for each system across all meter sizes. The monthly 

minimum rates, as recommedded by Staff, would keep the existing minimum-to- 

commodity revenue generation atio, thus, preserving this aspect of revenue stability from 

the existing rate structure. Staf! recommends including no gallons in the minimum charge 

to eliminate the implication th t any water is free and to send an appropriate economic 

signal to customers for all consdnptiorl. 

1 

I 
a 
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Q. 

A. 

Q* 

A. 

Q* 

A. 

What is the basis for Staff's  recommendation for a commodity break over point at 

4,000 gallons for each water s stem? 

Placing 4,000 gallons in the fi st commodity tier serves two purposes. First, it supports 

the state-wide effort to improv water use efficiency. Customers are rewarded monetarily 

by restricting their use to this level which reflects Staffs view of efficient water use. 

Second, although this is no! strictly a life-line tariff, it effectively serves as a 

1 
9: 

~ 

supplementary life-line rate providing affordable water to customers willing to limit 

consumption to their basic n e eds. Providing affordable water in limited amounts is 

appropriate because water is t e only utility commodity that IS necessary for sustaining 

life. 
h 

What is the basis for Staff's ecommendation for a commodity break over point at 

IOO,OOO gallons of use for eacd water system? 

Placing the break over point at 100,000 gallons of use sends an economic signal to 

potential new customers that 1 consumption at this level is hgh  compared to other 

customers on the system and is eing discouraged. Thus, prospective customers can make 

appropriate choices regarding 1 -I dscaping and other planned water uses. A relatively high 

break over point is desirable tb limit the effect of tiered rates on the vast majority of 

existing customers. 

r 

I 

Is Staff recommending a thr e-tier inverted block rate structure for all customer 

classes? 

No. Staff recommends the three-tier inverted block rate structure for general service 

customers and a flat cormno ity rate for constructiodirrigation and fire protection 

customers. Staff sees no si ficant long-term benefit to having multiple tiers for 

constructiodirrigation and fire ~ protection. Staffs recommended commodity rates for 

e l 

Q + 
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constructiodimgation and f i r  

with its overall recommended 

Q. 

A. 

Other than the inverted thre 

recommended rate structure 

Staffs recommended rates m 

Mohave and Havasu water sy 

and winter rates. The only di 

$1.42 in the summer and $1 

recommended by Staff should 

this nominal seasonal differe 

throughout the year. 

The Mohave system currently 

slightly different rates than ot 

monthly minimum charge of 9 

included in the minimum an( 

versus $1.48. Under present I 

bill with either set of rates. 1 

uses are 11,942 and 7,000, rt 

under Havasu's two sets of 

Havasu's rates. 

I. 

protection are percentage increases/decreases consistent 

xease/decrease in revenue requirement by system. 

tier rate structure recommended by Staff, how does its 

therwise modify the existing rate structure? 

e additional changes to the present rate structures in the 

:ms. Currently, the Havasu system has seasonal summer 

:rence is that the commodity rate per thousand gallons is 

1 in the winter. The inverted three-tier rate structure 

ovide equal or greater economic signals to customers than 

:e. Therefore, Staffs recommended rates are uniform 

as a group of residential customers (Rio Verde) that pay 

r residential customers. The Rio Ver-le customers pay a 

75 versus $8.65, have 2,000 gallons versus 1,000 gallons 

lay a commodity charge per thousand gallons of $1.75 

es a customer using 10,815 gallons would have the same 

: average and median 5/8 x 3/4-inch residential customer 

Iectively. Customer bills are not significantly different 

tes. Accordingly, Staff recommends consolidation of 
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Q. 

A. 

Q. 

A. 

Q. 
A. 

Q. 
A. 

Q* 

A. 

i 
Did Staff prepare schedule showing the present, Company proposed, and Staff 

recommended monthly minrmums 1 and commodity rates for each of the water 

systems? I 

Yes. Staff Schedule DRR-1 f r each water system shows the present monthly minimum 

charges and commodity rates, 1 the Company’s proposed monthly minimum charges and 

commodity rates, and Staffs tecommended monthly minimum charges and commodity 
I 

rates. I 

Did Staff prepare a schedul4 showing the average and median monthly bill under 

present rates, the Companyis proposed rates, and Staffs recommended rates for 

each of the water systems? 

Yes. Staff Schedule DRR-2 for each of the water systems presents the average and 

median monthly bill using pdesent rates, the Company’s proposed rates, and Staffs 

I 

~ 

recommended rates. ~ 

Did AAWC propose any changes to its water system service charges? 

No. I 

What water system service ch a rges does Staff recommend? 

Staff recommends maintaining the existing water system service charges since the 

Company did not request any cqanges and Staff has no compelling reason to adjust them. 

~ 

Did AAWC propose any changes to its water system service line and meter 

installation charges? 

Yes. The Company’s propose 1 service line and meter installation charges are shown on 

Schedule H-3 of each water systpm application. 

I 

I 4 
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Q. 

A. 

Q. 
A. 

What is Staffs recommendjtion for water system se-vice line and meter installation 
I 

charges? i 
Staff recommends accepting /he Company’s proposed service line and meter installation 

charges because they are within the guidelines established by Staff as reasonable. 

Does Staff have any system-specific comments regarding water rate design? 

Yes. The current Mohave wkter system rate design is excessively cumbersome and has 

been the subject of complaints from multi-unit commercial customers, e.g., trailer parks. 

Multi-unit housing commercidl customers are currently billed a monthly minimum charge 

equal to the 5/8-inch meter ,charge times the number of housing units. Commercial 

customers complain that they e charged for housing units that are unused or vacant. In a 

typical rate design that is mo e efficient to administer, multi-unit commercial customers 

are charged a monthly mini+um based on the meter size that serves the multi-unit 

Y 
i 

complex regardless of the 

such a rate design in t k s  

of housing units served. Staff would be recommending 

sufficient information and resources were available to 

provide a reasonable assuran4e that a new rate structure would not have significantly 

detrimental impacts for custo 

The current Mohave rate st cture is also cumbersome for Staff. Due to the large 

variation in meter sizes and ho sing units, verification of Test Year revenue and design of 

recommended rates requires ~125 separate bill countshill frequency analyses. Staff 

recommends that the Cornpan$, study potential simplified rate designs and offer a solution 

1 
I 

in its next Mohave rate filing. 
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Q. 
A. 

Q- 

A. 

“Nhat is Staff‘s recommendahion regarding AAWC’s proposed low income program? 

Staff recommends approval 

addition, as stated earlier, 

assistance to low income 

low income program as proposed by the Company. In 

recommended three tiered rate design will also provide 

What is Staff‘s position regahding the Company’s proposal for a two-step phase in of, 

rates? 

Staff sees no compelling reason LO use steps to phase in its recommended rates. The 

primary purpose of using stebs to phase in rates is to ease the economic impact on 

~ 

i 
I 

customers due to a sudden in d lrease that might be burdensome to some customers. This 

potential burden to customers is substantially less under Staffs recommended rates than 

with AAWC’s proposed rate . Staff does not oppose using steps to phase in rates, 

however there should be no filure revenue claims due to the phase in process in the event 

that the Commission rejects S aff s recommended revenue requirement and authorizes a 

revenue requirement substantially higher. 

s 
1 

WASTEWATER RATE DESIGN 

Present Wastewater Rate Design 

Q. 
~ 

Please provide an overview ;of the existing rate designs for the three wastewater 

systems? 1 
A. Although there are differences ’n the rate designs for each of the wastewater systems, they 

are similar. All three wastewdter systems (Sun City West, Sun City and AnthedAgua 
’I 

I 

Fria) have separate classes I for Residential, Commercial, and Large Commercial 

customers. Each customer clase in each system has its own flat monthly rate. In addition 

to the flat monthly rate, some c stomers pay a volumetric rate based on their water use. U 
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In AnthedAgua Fria, a volux#etric rate of $2.00 per 1,000 gallons of water applies to all 

customers. The volumetric r e is only applicable up to a designated water use level that 

varies by customer class (e.g., (residential, first 7,000 gallons). 
t 

In Sun City West and Sun ity, only customers in the large commercial class pay a 

volumetric rate. The exceptio is that the volumetric rate also applies to Paradise Resort, t 
Park in Sun City. The 

$1.24 and $0.98 per 

rates in Sun City West and Sun City are, respectively, 

of water c- >sumption in excess of 20,000 gallons per 

month. 

Sun City West and Sun City, bbt not AnthendAgua Fna, commercial customers also pay a 

flat monthly fee for each addJtiona1 toilet. Similarly, commercial restaurants pay a flat 

monthly fee for each dishwashbr or garbage grinder. Commercial Laundromats also pay a 

flat monthly fee for each was ng machine and commercial customers pay a flat monthly 

fee for each wash rack. h; 
All three wastewater systems ave an Annual Fee for Industrial Discharge Service. The 

annual fee is $500 for those cudtomers consuming an amount of water less than or equal to 

50,000 gallons per month thou h one or more water meters to the same facility, inclusive 

of meters used for imgation d $1,000 for those customers consuming an amount of 

water greater than 50,000 gallo s per month. 
i 
t 
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The Company's Proposed Wastewa er Rate Design 

Q. 
I 

Please provide an overview of the Company's proposed rate designs for the three 

wastewater systems. I 
A. AAWC proposes to increase Ithe rates uniformly so that 211 customers for a particular 

wastewater system, regardles of class, receive the same percentage increase in their 

monthly bill. A uniform indrease would be accomplished by increasing the existing, 

applicable flat monthly charge, k for each customer class by the same percentage, and also 

increasing tk applicable volunpetric rates by that same percentage. 

1 
I 

Staff's Recommended Wastewater q t e  Design 

Q. 

A. 

Q. 

A. 

I 
Please provide a descriptioq of Staff's recommended rate structure for the three 

wastewater systems. 

Staff agrees with the Compan 's proposed rate design for the three wastewater systems. 

Staff recommends adjusting ra es uniformly by a system-specific percentage to generate 
i 

Staffs recommended revenue r b quirement for each wastewater system. 

Did Staff prepare schedules~ showing the present, Company proposed, and Staff 

recommended monthly mini+um and commodity rates for each of the wastewater 

systems? 

Yes. Staff Schedule DRR-1 ~ for each system presents the system specific present, 

Company proposed, and Staff ricommended monthly minimums and commodity rates for 

I 

I 
all customer classes. 
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testimony? 

Q. 

A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Did Staff prepare a schedu e showing the average and median monthly bills using 

present, Company proposkd, and Staff recommended rates for each of the 
1 

I 

wastewater systems? i 
! 

Yes. Staff Schedule DRR-21 for each of the wastewater systems presents the system 

specific average and median Lonthly bills using present, Company proposed, and Staff 

recommended rates for all customer classes. 

Did AAWC propose any chahges to its wastewater system sxvice charges? 

No. 
~ 

! 

What wastewater service cha ges does Staff recommend? 

Staff recommends maintaining existing wastewater service charges. 

Yes, it does. 
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EXECUT~IVE SUMMARY 

The direct testimony of Staff witness Mr. oel M. Reiker addresses the following issues: j 
Capital Structure - Staff recommends the ommission adopt a capital structure consisting of 
61.2 percent long-term debt and 38.8 perc f nt equity. 

Cost of Debt - Staff recommends the Co&ission adopt a 4.6 percent cost of long-term debt. 

Cost of Equity - Staff recommends the commission adopt a 9.7 percent return on equity 
(“ROE”). Staff bases its ROE recommebdation on its discounted cash flow (“DCF”) and 

percent to 11.1 percent. 
capital asset pricing model (“CAPM) alyses. Staffs recommended ROE range is 7.7 

Overall Rate of Return - Staff recommenbs the Commission adopt an overall rate of return 
(“ROR’) of 6.6 percent. Staffs ROR rectmendation results in a pre-tax interest coverage 

rate of return on Arizona-American’s rate ratio of 3.2. This represents a fair and re 
base and is evidence that the Company financial integrity. 

Comment on the Direct Testimony oa Companv Witness Thomas M. Zepp - The 

the following reasons: 
Commission should reject Dr. Zepp’s rec mmendations and proposed 11.5 percent ROE for 

with Dr. Zepp’s DCF estimates 
inappropriate calculation of the expected 

exclusive reliance on analysts’ forecasts, and 
including; sample 
dividend yield, 
failure to share growth. 

2. Dr. Zepp’s internal rate of return analysis is unnecessary and greatly 
increases estimation errQr in cost of equity calculation. 

3. Dr. Zepp’s “risk premi ” analysis should be rejected because (1) it relies 
on analysts’ forecasts interest rates, (2) it is based on a general 
rule of thumb rather developed in the financial literature, and 
(3) the yield to corporate bonds cannot be meaningfully 
compared to the 

4. Dr. Zepp’s CAPM shbuld be rejected because he has not provided 
evidence that the zero1 beta version can be appropriately applied to a 
CAPM that uses intedediate-term Treasuries and betas that are adjusted 
towards 1.0. ~ 

3. Dr. Zepp’s testimony n the Baa corporate bond rate is not relevant. 
Actual Baa corporate b rates are indicative of the currently low cost of 
capital. 

5. Dr. Zepp’s recornmenbation regarding the earnings determination is 
confiscatory when the Ifair value rate base (“FVRB”) is less than the 
original cost rate base 
FVRB is greater than 

and results in windfall gains when the 
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INTRODUCTION ~ 

Q. 
A. 

Q- 
A. 

Q* 
A. 

Q. 
A. 

Please state your name, occupadion, and business address. 

My name is Joel M. Reiker. I a Senior Regulatory Analyst employed by the Arizona 

Corporation Commission (“ACd” or “Commission”) in the Utilities Division (“Staff ’). 

My business address is 1200 Weqt Washington Street, Phoenix, Arizona 85007. 

am 
Briefly describe your responsibpities as a Senior Regulatory Analyst. 

In my capacity as a Senior F&gulatory Analyst, I provide recommendations to the 

Commission on mergers, acqui itions, fmancings, and sales of assets. I also perform 

studies to estimate the cost of capital for utilities that are seeking rate relief, and I 

occasionally act as arbitrator in dfsputes brought before the Utilities Division. 

4 
I 

Please describe your education 1 background and professional experience. 

In 1998, I graduated cum laude 1 from Arizona State University, receiving a Bachelor of 

Science degree in Global Busine s with a specialization in finance. My course of studies 

included classes in corporate an international finance, investments, accounting, statistics, 

and economics. I began emplo ent as a Staff rate analyst in 1999. Since that time, I 

have attended various seminars and classes on general regulatory and business issues, 

including the cost of capital and b e  use of energy derivatives. 

F 4 + 
What is the scope of your testi ony in this case? 

I provide Staffs recommended of return in this case. I address the appropriate capital 
L structure, as well as the appropqate costs of debt and equity for establishing the revenue 

Water Company (“Arizona-American” or requirement for Arizona- 

“Company”). 
dencan 

I 
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SUMMARY OF TESTIMONY AND ~ECOMMENDATIONS 

Q. 
A. 

Q* 
A. 

Q* 
A. 

Briefly summarize how Staffs dost of capital testimony is organized. 

Staffs cost of capital testimony ~ is organized into six sections. Section I discusses the 

Company’s capital structure. ection 11 discusses Arizona-American’s cost of debt. 

Section IIt discusses risk and pre ents the findings of Staffs cost of equity capital analysis 

that use the discounted cash flo (“DCF”) model and the capital asset pricing model 

(“CAPM?). Section IV presen s Staffs recommended return on equity (“ROE”) for 

Arizona-American. Section V presents Staffs overall rate of return (“ROR”) 

S 

t 
i 

recommendation. Finally, Sta f f  , s comments on the Company’s proposed ROE are 
I 

I presented in section VI. ~ 

Have you prepared any exhibit to your testimony? 

Yes. I prepared twenty (JMR-1 to JMR-20) that support Staffs cost of capital 

analysis. I 

Please summarize Staff‘s ROR kecommendations. 

Staffs ROR recommendation is &rmarized in the following table: 

1 Table 1 

~ 

Weighted 
cost  Weight Cost 

Long-term Debt 61.2% 4.6% 2.8% 
CommonEquity ~ 38.8% 9.7% - 3.8% 
Cost of capital/RoR 6.6% 
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I. ARIZONA-AMERICAN’S CAPITAL STRUCTURE 

Q. 
A. 

Q* 
A. 

Q* 

A. 

What is Staffs recommended c 

Staff recommends the following 

structure? 

~ Table2 
~ 

Capital Sour+ Percentage 
61.2% 
38.8% 
100.0% 

Long-term Debt 
Common Equity 

Is this the same capital structur proposed by the Company? 

No, it is not. The Company prop ses the following capital structure in its application: 
e 
1 Table3 

~ ~~ 

Capital Source Percentage 
Long-term Debt 59.9% - 
Common Equity ~ 

40.1 % 
100.0% 

How does Staff’s proposed ca ita1 structure differ from the Company’s proposed 

capital structure? 

The Company’s proposed capit ‘1 structure reflects the mix of debt and equity used to 

finance the acquisition of Citize s Communications’ (“Citizens’’) water and wastewater 

assets by Arizona-American ( S  e the direct testimony of Company witness David P. 

P 
1 

Stephenson. Section V.), consisted of approximately 60 percent debt and 40 

percent equity. Staffs capital structure is Arizona-American’s actual 

capital structure as of Staffs recommended capital structure is 
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appropriate because the capital sducture of a company, rather than the financing mix of an 

individual project, is more appropbate to estimate the cost of capital to that company. 

11. THE COST OF DEBT I 

Q. 
A. 

Q. 
A. 

Q* 

A. 

What is Staff’s recommended c st of debt? 0 
Staff recommends a 4.61 percent cost of long-term debt. 

What is the Company’s propos d cost of debt? 

The Company proposes a 5.07 pelcent cost of debt. 
t 

How does Staffs recommended cost of debt differ from the Company’s proposed 

cost of debt? 
I 

I 
The Company’s proposed cost o B , debt reflects a five-year note to American Water Works 

Capital Corporation C‘AWCC’’) and industrial development revenue bonds (,clDN3”) 

which were assumed fkom Citiz ns. The Company’s proposed cost of debt reflects the 

debt instruments used to finance he acquisition of Citizens’ water and wastewater assets, 

and not its actual cost of debt. 

I It 

Staffs recommended cost of debk includes the note to AWCC, the IDRBs, and the rest of 

Arizona-American’s long-term otes. Staffs cost of debt reflects Arizona-American’s 

company-wide cost of debt, and is therefore the appropriate cost of debt to estimate its 

cost of capital. Staffs recommedded cost of debt is shown in Schedule JMR-2. 

d 
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III. THE COST OF EQUITY 

Q. What has been the general tren d of capital costs in recent years? 

Comment on Capital Costs in Generah 

A. Interest rates have declined in irecent years. Chart 1 graphs intermediate-term U.S. 

Treasury rates from June 1998 to~May 2003. 

The following graph puts intetest rates and capital costs in general, into historical 

perspective. Interest rates have declined significantly in the past twenty years and are 

currently at their lowest level since the 1950’s. 
~ 
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According to the capital asset ricing model, the cost of equity moves in the same 

direction as interest rates. Chart suggests that capital costs, including the cost of equity, 

are lower than they have been in 

Q. 
A. 

What have historical returns bhen for average risk securities? 

Wharton School finance profess r Jeremy Siegel published his findings that the average 

compound and arithmetic returns on U.S. equities have been 8.3 percent and 9.7 

percent, respectively, using 199 iears of data fiom 1802 through 2001. * 

One should keep in mind that the above returns are actual returns, not expected returns. 

However, any request for an all0 ed ROE at or above 10.0 percent exceeds the compound 
I 

and arithmetic average historica 1 return on U.S. equities for the period mentioned above. 

The risk of a regulated water utility, as measured by the capital asset pricing model beta, is 

significantly below the theoretic 1 average beta of 1.0. I discuss the average beta (S9) of 

the water utility industry later. i Therefore, the required return on an investment in the 

water utility industry is significdtly below the average required return on the market. 

a 
Capital Structure and Risk 

Q. How is risk defined? 

A. Risk is defined in modem portfqlio theory as the sensitivity of an investment’s returns to 

market returns. The most prevalent measure of risk is “beta.” Beta is the measurement of 

an investment’s market risk, an it reflects both the business risk and financial risk of a 

firm? d 
i Siegel, Jeremy J. Stocksfor the Long Run, 9 edition. McGraw-Hill, New York. 2002. p. 13. 

Brealey, Richard, A. Stewart Myers. Principlqs of Corporate Finance. McGraw-Hill, New York 1988. p. 134. 

1 

2 
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Unique risk, or microeconomi risk, is risk that can be eliminated by portfolio 

diversification, i.e. buying secuqties in portfolios. Unique risk is not measured by beta 
1 I” 

nor does it factor into the cost (of equity because it can be eliminated through simple 

shareholder diversification. &que risks are peculiar to an individual company or 

investment project. Investors w o hold diversified portfolios do not worry about unique 

risk; therefore, it does not affect e cost of capital. Additionally, investors who choose to 

be less than hlly diversified willlnot expect to be compensated for unique risk.3 
i, 

Q. What is market risk? I 
I 

A. Market risk, also known as syst ’ atic risk, is the risk related to economy-wide perils that 

threaten all businesses such as hanges in interest rates, inflation, and general business 
$I P 

cycles. Market risk cannot be 

risk is the only risk that 

regardless of how diversified a portfolio is. Market 

of equity. Market risk includes business risk and 

financial risk. I 

Q. Please distinguish between ess risk and financial risk. 

A. Business risk is the risk with the fluctuation in earnings due to the basic nature 

of a firm’s business. Financial risk is the risk to shareholders caused by a firm’s reliance 

on debt financing. Both businesb risk and financial risk affect the cost of capital. 
, 

Q. 

A. 

What is the relationship betwe n the capital structure and financial risk? 

A greater percentage of debt in 4 capital structure results in a higher level of financial risk. 
ip 

Harrington, Diana R. Modem Portfolio the Capital Asset Pricing Model, and Arbitrage Pricing Theory: A 
User’s Guide. Prentice-Hall, Inc., New Jersey. 1987. p. 16. 

3 
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Q. 

A. 

Q* 
A. 

How does Arizona-American’q capital structure compare to capital structures of 

publicly traded water compani s? 

Arizona-American’s capital stru ture has a greater percentage of debt than the average 

capital structure of publicly trad f d water companies; therefore, Arizona-American has a 

higher level of financial risk. Sc h edule JMR-1 shows the capital structures of six publicly 

e 
traded water companies (“samp e water companies”) as of 2002, as well as Arizona- 

American’s capital structure. A# of December 2002, the sample water companies were 

capitalized with approximately 1 50 percent equity while Arizona-American’s capital 

structure consisted of approximately 39 percent equity. 

How does a higher level of fina cia1 risk affect a firm’s cost of equity? 

A higher level of financial risk rebults in a higher cost of equity. 
+ 

Fair and Reasonable Return on Equit$ 

Q* 
A. 

Q. 
A. 

Q. 

Define the term “cost of equity. ’ 
A firm’s cost of equity is that r 1 te of return that investors expect to e m  on their equity 

investment given the risk of the firm. An investor’s expected return is equally defined as 

the return on equity that they expkct on other investments of similar risk. 

What models did Staff use to edtimate Arizona-American’s cost of equity? 

Staff used two market-based 

capital asset pricing model 

the discounted cash flow (“DCF”) model and the 

Staff applied these two models to publicly traded 

stocks to estimate Arizona-Amenjcan’s cost of equity. 

Did Staff apply the DCF model1 and the CAPM to Arizona-American directly? 
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A. 

Q. 
A. 

No, Staff did not apply the modeis directly to Arizona-American because it does not have 

publicly traded stock and theref !e lacks the information necessary to apply the market- 

based models. Staff used a s ple of publicly traded water companies as a proxy. In 

addition to examining the sample1 water companies, Staff conducted an analysis of the cost 

of equity to a sample of pub icly traded gas distribution companies (“sample gas 

companies”). Because the sample gas companies are riskier than the sample water 

companies, one can expect them to have a higher cost of equity on average. Therefore, 

S t a r s  estimate of the cost of equity to the sample gas companies requires a downward 

adjustment to be relied upon in 4 s  proceeding. 

4 
arci 

I 

What companies did Staff sele 

Staff selected the six publicly trdded water companies shown in Schedule JMR-1. These 

companies represent all of the ater companies currently followed by 27ze Value Line 

Investment Survey (“Value Line’i) and n e  Value Line Investment Survey Small and Mid 

Cap Edition (“Value Line Small Cap”) who have a significant percentage of revenues 

derived from regulated water u My operations. These companies include: American 

States Water, California Waier, Connecticut Water Services, Middlesex Water, 

Philadelphia Suburban, and SJWI Corp. 

as proxies or comparables for Arizona-American? + 
1 
b 

s Discounted Cash FIow Model Analysi 

Q. Please provide a brief summhry of the theory upon which the DCF method of 

estimating the cost of equity is ased. 

The DCF method of estimating e cost of equity is based upon the theory that the market A. I price of a stock is equal to the esent value of all expected firhue dividends. Through a 

mathematical restatement, the rate, or cost of capital, can be derived from the 
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expected dividends, the stock price, and a dividend growth rate. The formula is generally 

applied to a sample of companie I that exhibit similar risk to the company in question and 

the resulting estimates for the disdount rates (or costs of equity) are then averaged. 

Use of the DCF method for est' ating the cost of equity capital to a public utility was 

pioneered by Professor Myron Gbrdon in the 1960's, and it has become the most widely 

used model. In 1998, Profess04 Gordon said the following about the simplicity of his 

model when he gave the keynot L Address at the 30* Financial Forum of the Society of 

Utility and Regulatory Financial L a 1  ysts: 

9 

On its simplicity, the m del made it extremely difficult, if not 
impossible, for a banker om Goldman Sachs or some other Wall 
Street firm, or for a finan e professor from a prestige university to 
use the authority of his er position to make extravagant clairns 
before a regulatory agenc 1 . An independent expert or a member of 
a commission staff wit9 far less impressive credentials could 
politely, firmly and 
te~timony.~ 

ctively deflate any bombast in their 

Q. 
A. 

How did Staff apply the DCF hodel? 

Staff applied the DCF model usi g two different approaches. Staffs first approach used 

the constant-growth DCF model. Staf€'s second approach was to use a non-constant 

growth, or multi-stage DCF. T e advantage of the multi-stage DCF is that it does not 

assume that dividends grow at a donstant rate over time. 

c 
f 

Gordon, M. J. Keynote Address at the 30* Financial Fonun of the Society of Utility and Regulatory Financial 4 

Analysts. May 8, 1998. Transparency 2. 
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~ 

The Constant-Growfh DCF I 
Q* 
A. 

Q. 

A. 

What is the constant-growth D$F formula used in Staffs analysis? 

The constant-growth DCF fonnu la used in Staffs analysis is: 1 
Equation 1: I 

I 

where: K = 

rate of dividends 

The constant-growth DCF moddl shown in Equation 1 assumes that a company has a 

constant payout ratio and that its earnings are expected to grow at a constant rate. Thus, if 

a stock has a market price of $1 per share, an expected annual dividend of $1 per share, 

and if its dividends were expected to grow 3 percent per year, then the cost of equity for 

the company would be 13.0 perc' nt (the 10 percent dividend yield plus the growth rate of 

0 
e 

3 percent per year). ~ 

How did Staff calculate the dididend yield component D PO) of the constant-growth 

DCF formula? 

Staff calculated the yield component of the DCF formula by dividing the expected annual 

dividend by the spot stock price fter the close of the market on May 6,2003, as reported 

by Yahoo Finance. a 
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Staff used the spot stock price 

According to the efficient markel 

expectations of future returns and 

Q. 
A. 

Q- 
A. 

Q* 
A. 

Q* 

A. 

How did Staff estimate the divic 

Because the DCF model is predil 

projected growth in dividends pel 

per share (“EPS”) as well as intri~ 

How did Staff estimate DPS gra 

Staff estimated DPS growth by 

share of the sample water comp 

analysis are shown in Schedule 

DPS growth rate of 2.5 percent fo 

What DPS growth rate does Va, 

Value Line projects an average D 

the sample water companies it fo; 

higher than the 10-year average h 

because it reflects all publicly available information. 

hypothesis, the current stock price includes investors’ 

s the best indicator of these expectations. 

md growth (g) component of the DCF model? 

ited on dividend growth, Staff examined historical and 

share (“DPS”). Staff also examined growth in earnings 

ic growth. 

ith? 

ilculating the average rate of growth in dividends per 

nies for the period 1992 to 2002. The results of the 

MR-3. Staffs analysis indicates an average historical 

the sample water companies. 

le Line project for the sample water companies? 

S growth rate of 2.9 percent over the next five years for 

IWS, as shown in Schedule JMR-3. This average rate is 

torical rate that Staff calculated. 

Why did Staff examine EPS g owth to estimate the dividend growth component of 

the constant-growth DCF mod l? 

Staff examined EPS growth be ause dividend growth does not occur independently of 

earnings. It would be virtually $possible for dividend growth to exceed earnings growth 
i 
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over the long run, as it would ul ately lead to payout ratios in excess of 100 percent, 

which simply are not sustainable. Staff considered historical growth in EPS in 

estimating dividend growth. 1 i 

Q* 
A. 

Q. 

A. 

Q. 
A. 

What is Staff’s historical EPS gbwth rate? 

Schedule JMR-3 shows the averke historical rate of growth in EPS for the sample water 
~ 

companies. S t a r s  average histo cal EPS growth rate is 3.2 percent for the sample water 

companies. 

What EPS growth rate did VdZue Line project for the sample water companies it 

follows? 

Schedule JMR-3 shows the averlge of the projected EPS growth rates to be 8.7 percent, 

higher than the 10-year historikal EPS growth rate. One should note that analysts’ 

projections of future earnings d e  generally high: and vary widely depending on the 

source. For example, as of Ma 2003, Zacks Investment Research projected an average 

five-year earnings growth rate of 5.35 percent for the sample water companies. 1 
What is retention growth? I , 
Retention growth is simply the product of the percentage of earnings retained by the 

company (‘retention ratio”) and 1 the book/accounting return on equity. This concept is 

based upon the theory that dividdnd growth can only be achieved if a company retains and 

reinvests a portion of its earnings in itself to earn a return. 

See Seigel, Jeremy J. Stocks for the Long Run! 2002. McGraw-Hill. New York. p. 100. Malkiel, Burton G. A 
Random WaIk Down Wall Street. 1999. W.W. korton & Co. New York. p. 169. Drernan, David. Contrarian 
Investment Strategies: The Next Generation. lq98. Simon & Schuster. New York. pp. 97-98. Testimony of 
Professors Myron J. Gordon and Lawrence I. Gould, consultant to the Trial Staff (Common Carrier Bureau), FCC 
Docket 79-63, p. 95. 
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Q= 
A. 

Q. 
A. 

Q. 

A. 

Q. 

What is the formula for the rete 

The retention growth rate fonnuls 

Equation 2 : 
g = br 

where: g = re 
b = t h  
r = tl 

What retention (br) growth rat 

Staff calculated an average reten 

companies, as shown on Schedt 

accounting return on equity (r) b 

and then averaging the results. 

Under what circumstances is 

future dividend growth? 

The br growth rate is a reasonabl 

is fairly constant and if the IT 

expected to equal 1.0. The reter 

analysis has remained relatively 

market-to-book ratio of the sa1111 

assumes that investors expect the 

What is the financial implicatic 

tion growth rate? 

S: 

:nti n growth 
retention ratio (1 - dividend payout ratio) 

, accounting return on common equity 

did Staff calculate for the sample water companies? 

on (br) growth rate of 3.1 percent for the sample water 

2 JMR-4. Staff calculated the rate by multiplying the 

the retention ratio (b) for the years 1993 through 2002, 

te br growth rate method a reasonable estimate of 

estimate of future dividend growth if the retention ratio 

rket price to book value (“market-to-book”) ratio is 

on ratio for the sample water companies used in Staffs 

table over the past several years. However, the average 

2 water companies is 2.2. (See Schedule JMR-6.) Staff 

narket-to-book ratio to remain above 1 .O. 

i of a market-to-book ratio greater than 1.0? 
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A. 

Q. 

A. 

Q- 

A. 

Q- 
A. 

The implication is that inves ors expect the sample water companies to earn 

booWaccounting returns on equity greater than the companies’ costs of equity. 
1 

How has Staff accounted for lthe assumption that investors expect the average 

market-to-book ratio of the sample water companies to remain above 1.0? 

Staff accounted for the assumpti that investors expect the average market-to-book ratio 

of the sample water companies above 1.0 by adding a second growth term to its 

br growth rate to arrive at the intr$xic growth rate. 

What is the second growth tdrm Staff used to account for the assumption that 

investors expect the average m rket-to-book ratio of the sample water companies to 

remain above 1.0? 

The second growth term, derived by Myron Gordon in his book, The Cost of Capital to a 

Public Utility‘, is found by multi lying a variable, v by another variable, s. Staff will refer 

to the product of v and s as the d.s, or stock financing growth term. The vs growth term 

represents the company’s dividen growth through the sale of stock. 

I 
P 
P 

What does the variable v repre$ent and how is it calculated? 

The variable v represents the fraction of the funds raised from common stock sales that 
I 

accrues to existing shareholders.  it is calculated as follows: 

Equation 3 :  1 
book value 

market value 

Gordon, Myron J. The Cost of Capital to a Pu 6 ,lic Utility. MSU Public Utilities Studies, Michigan, 1974. pp 31-35. 
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For example, if a share of stock w th a $10 book value is selling for $13, the v term would 

equal .23 (calculated as 1-[$lO/$l, I I). Schedule JMR-4 shows Staffs calculation of v for 

each of the sample water cornpan&. 

Q* 
A. 

Q* 
A. 

Q* 

What does the variable s represtnt and how is it calculated? 

The variable s represents the expected rate of increase in common equity fiom stock sales. 

For example, if a company has $100 in equity and it sells $10 of stock then s would equal 

10 percent ($10/$100). Staff us b d historical accounting data to calculate an average s 

value for the sample water comphes of 2.9 percent. 

How does the vs term work? 

When a utility is expected to earn a booklaccounting return equal to its cost of equity then 

its market price will equal its b ok value and v will be equal to 0.0 (calculated as 1- b 
($10/$10)). If a utility is expecteb to e m  more than its cost of equity then its market-to- 

book ratio will be greater than 1 .I. If the market-to-book ratio is greater than 1 .O and v is 

positive when new shares are sol , then the book value per share of outstanding stock is 

less than the per share contributi ns of new shareholders. The per-share contribution in 

excess of book value per share ac rues to the old shareholders in the form of a higher book 

value. The resulting higher boo i value leads to higher expected earnings and dividends. 

Thus, the growth term in the ba4c DCF model should include the vs growth term when 

the market-to-book ratio is not exbected to equal 1 .O. 

i 

Shouldn’t utilities’ market-to-b ok ratios fall to 1.0 if their authorized ROES are set 

equal to their costs of equity? b 
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of Staffs br and vs growth rates for each of the sample 

JMR-4.) 

A. 

Q* 
A. 

Q* 
A. 

Q. 

In theory, yes. Utilities' market-tb-book ratios should fall to 1.0, in theory, making the vs 

term unnecessary. Setting the au orized return on equity for a utility equal to its cost of 

equity should eventually force th utility's market price down to equal its book value. In 

principle, then, the vs term is ecessary in the long run. In reality, rate orders do not 

? 

T 

B" 

force market-to-book ratios to 4 .O for a variety of reasons. For example, regulatory 

commissions do not issue orders simultaneously for multijurisdictional utilities, and a 

company may have earnings that e unregulated. Therefore, Staff included the vs growth 

term in its DCF analysis, even thdugh the resulting growth rate estimate might be too high. 

Staffs resulting estimates are t$ high to the extent that investors expect the sample's 

average market-to-book ratio to f 11 to 1 .O because of falling authorized ROES. ;P 

Did Staff consider VaZue Line ffrecasts to estimate intrinsic growth? 

Yes. Staff considered Value Lt e's b and r projections to calculate projected intrinsic 

growth rates for the sample watei companies. The average intrinsic growth rate calculated 

under this approach is 7.8 percenl. Schedule JMR-4 shows Staffs calculations of intrinsic 

b 
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A. 

Q. 
A. 

Schedule JMR-5 shows Staffs calculation of expected dividend growth. Staffs expected 

annual dividend growth rate is als shown in the following table: 

1 Table4 

Grhwth Rate 
10-Year EP$ Growth 3.2% 
Projected E S Growth 8.7% 
10-Year DP Growth 2.5% 

2.9% Projected DkS Growth 
1 0-Year In- Growth 4.8% 
Projected Inpinsic Growth 7.8% 

t 

Average 1 4.98% 

What is the result of Staffs con tant-growth DCF analysis? 

Schedule JMR-8 shows the resblt of Staffs constant-growth DCF analysis. 
S 

Staffs 

constant-growth DCF cost of equity estimate is also shown below: 

1 Table5 
+ g k 

3.47% + 4.98% = 8.5% 

The Multi-Stage DCF I 

Q. 

A. The multi-stage DCF formula is the following equation: 

What is the multi-stage DCF fo 
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I Equation 4: 

Where: p0 = curren stockprice 
0, = divide dsexpectedduringstagel 
K = costofiequity I 
n = years d f non - constant growth 

= constant rate of growth expectedafter yearn 
0, = divideidexpectdin yearn 

gn 

The multi-stage DCF model 

assumes that investors expect 

term known as “stage-1 

wn above incorporates at least two growth rates. It 

rate of non-constant dividend growth in the near 

as a longer-term constant rate of growth known 

as “stage-2 growth.” 

Q. 
A. 

Q* 

How did Staff implement the m lti-stage DCF model? 

Staff forecasted a stream of divid nds and found the cost of equity that equates the present 

value of the stream to the currekt stock price for each of the sample water companies, 

consistent with Equation 4. i 
1 

How did Staff calculate stage-1  growth? 
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A. 

Q. 
A. 

Q* 
A. 

Staff forecasted dividends five y ars out for each of the sample water companies followed 

by Value Line using Value Line’ estimate of the projected dividend for the next twelve 

months and the five-year projecfed DPS growth rate. For the sample water companies 

followed by Value Line Small C p ,  Staff forecasted the dividends expected over the next 

twelve months, and forecasted d,vidends il five years out using the average projected DPS 

growth rate. 

1 
4 

I ‘  

How did Staff estimate stage2 rowth? 

For stage-2 growth, or constant bowth, Staff used the rate of growth in gross domestic 
k 

product (“GDP”) from 1929 to 002, which is 6.5 percent. Historical growth in GDP is 

appropriate because it assumes that the water utility industry will neither grow 

faster, nor slower, than the overall economy. 

What is the result of Staff’s mu ti-stage DCF analysis? 

Schedule JMR-7 shows the result/ of Staffs multi-stage DCF analysis. The average of 

Staffs multi-stage DCF estimates is 9.6 percent. 

I 
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Capital Asset Pricing Model I 
Q. 
A. 

Q* 

Please describe the capital asse pricing model. 

The CAPM is the best-known m del of risk and return7 The CAPM is the work of Nobel 

prize-winning economists and pr vides a method to estimate the risk and expected return 

on a risky asset. The model con ludes that the expected return on a risky asset is equal to 

the sum of the prevailing risk-fr e interest rate and the market risk premium adjusted for 

the riskiness of the investment Telative to the market. The critical assumptions of the 

4 
1 
I 

CAPM can be summed up in e following quote from the book, The Stock Market: 

Theories and EvidenceZ8 

The [CAPM] model prehents a simple and intuitively appealing 

and all such 
picture of financial All investors hold efficient portfolios 

in perfect lockstep with the market. 
to the market. Prices of all 

in terms of 

of the asset to 

According to a 2001 study published in the Journal of Financial Economics, among CFOs 

the CAPM is by far the most pop&r method of estimating the cost of equity? 

What is the CAPM formula? 

Brealey, Richard, Stewart C. Myers. Principle of Corporate Finance. 1988. McGraw-Hill. New York. p. 165. 
* Lorie, James, Mary T. Hamilton. The Stock rket: Theories and Evidence. Richard D. Irurm, Inc. Homewood, 
Illinois. 1973. p. 202. J 
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A. 

Q. 

A. 

Q. 
A. 

The CAPM formula is shown in 1 

Equation 5 : 
K =  

where : i 

1 

1 
h 

How was the CAPM implemen. 

Staff implemented the CAPM on 

DCF model. 

What risk-free rate of interest 

: following equation: 

= riskfieerate 

= returnonmarket 
= beta 

-R, = marketriskpremium 

d to estimate Arizona-American’s cost of equity? 

ie same sample water companies to which it applied the 

d Staff estimate? 

Staff estimated the risk-fi-ee rate lto be 3.3 percent. The estimate is based upon an average 

of intermediate-term U.S. Tredury securities’ spot rates published in The Wall Street 

Journal. Published rates, as determined by the capital markets, are objective, verifiable, 

and readily available, as oppose to rates published by a forecasting service which are not 

necessarily objective, and are ertainly not necessarily verifiable or readily available. 

Staff averaged the yields-to-ma&nty of three intermediate-term’O (five-, seven-, and ten- 

I 

I 

i 
I 
I 

Graham, John R., Campbel R. Harvey. “The eory and Practice of Corporate Finance: Evidence from the Field.” 
Journal of Financial Economics. 60 (2001) pp. P 187-243. 

approximates the investor’s holding period, and P assumes that most investors consider the intermediate time f i m e  (5- 
lo The use of intermediate-term securities is bas d on the theoretical specification that the time to maturity 

10 years) a more appropriate investment horizo4. See Reilly, Frank K., and Keith C. Brown. Investment Analvsis 
and Portfolio Management. 2003. South-West4rn. Mason, OH. pp. 438 - 439. 
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year) U.S. Treasury securities oted in the May 7, 2003, edition of The WaZZ Street 

Journal. Intermediate-term rates bveraged 3.3 percent." 

Q= 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 

Staff used the average of the Va I ue Line betas for the six sample water companies in its 

What beta (p) did Staff use? 

analysis as a proxy for Arizona- erican's beta. Column 'F' of Schedule JMR-6 shows 

that the average Value Line beta i/s .59 for the sample water companies. 
a, 

Please describe the expected mlrket risk premium (Rm - &). 

The expected market risk premi 

fiom investing in the market 

is the amount of additional return that investors expect 

average-risk security) over the risk-fiee asset. 

What is Staffs range of market risk premium estimates? 

Staff's range of estimates for thelmarket risk premium is 7.4 percent to 13.1 percent. 

f t h  

How did you calculate your m rket risk premium range? ai 
Two approaches were used. Th first approach is an estimate historical market risk 

premium. The second approach 1s an estimate of the current market risk premium. 

Please describe Staffs first approach to estimating the market risk premium: 

estimating the historical markgt risk premium. 

I 

Average yield on 5-, 7-, and 1 0-year T r e a s d  notes according to the May 7,2003, edition of The Wall Street 
Journal 2.74%, 3.38%, and 3.80%, respectively. 
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A. 

Q* 

A. 

For the first approach, Staff assu 

reasonable estimate of the expel 

long-run average market risk pre 

should, on average, be correct. 

Staff used the historical intermc 

Associates’ Stocks, Bonds, Bills 

1926 to 2002. Ibbotson Assoc 

between S&P 500 returns and ir 

77-year period is used to elimin 

unexpected past events includini 

using this approach is 7.4 percenl 

Please describe the second I 

estimating the current market 1 

Staffs second approach essentia 

CAPM equation, along with a b 

equation for the implied market 1 

yield (next 12 months) and gr 

According to the May 2, 2003, I 

percent and the expected annual 

constant-growth DCF estimate oj 

l2 3 to 5 year price appreciation potential is 80%. 

led that the average historical market risk premium is a 

ed market risk premium. If one consistently uses the 

iium to estimate the expected market risk premium, one 

Gate-term market risk premium published in Ibbotson 

Izd Inflation 2003 Yearbook for the 77-year period from 

ates’ calculation is the arithmetic average difference 

ermediate-term government bond income returns. The 

e shorter-term biases while at the same time including 

business cycles. Staffs market risk premium estimate 

iproach to estimating the market risk premium: 

sk premium. 

y boils down to inserting a DCF-derived ROE into the 

ta and long-term risk-free rate, and solving the CAPM 

;k premium. Value Line projects the expected dividend 

wth for all dividend-paying stocks under its review. 

lition of Value Line, the expected dividend yield is 2.1 

Towth in share price is 15.83 percent.12 Therefore, the 

he cost of equity to all dividend-paying stocks followed 

1.80” - 1 = 15.83% 
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by Value Line is 17.9 percent. sing a beta of 1.00 and the current long-term risk-free 

rate of 4.76 percent, the implied @rent market risk premium is 13.1 percent.I3 

Q. 

A. 

What are the results of Staffs PAPM analysis? 

Schedule JMR-8 shows the resblts of Staffs CAPM analysis. Staffs CAPM cost of 

equity estimates are also shown ib the following table: 

1 Table6 

CAP* 
Resulting Cost of 
Equity Estimate 

Historical Market 7.7 

Current Market 11.1 
I 9.4 
~ 

Average 

w. FINAL COST OF EQUITY EST~MATES FOR ARIZONA-AMERICAN 

Q. Please summarize the results of Staff's cost of equity analysis. 

A. The following table shows the rdsults of Staffs cost of equity analysis: 

' Table 7 i 
Methob Estimate 

Constant Growth 'CF 8.5% 
9.6% 
9.0% 
7.7% 
11.1% 
9.4% Average CAPM Estimate 

Average 9.2 % 

Multi-Stage DCF D 
Average DCF $sthate 

Current MRP 

l3 17.9% = 4.76% + 1.00 x (current market risk bremium); 13.1% = current market risk premium 

infinity, which is a very long time. Therefore, long-term risk-free rate is used for consistency. 
A long-term rate is used here because the consfant-growth DCF model does not assume a holding period other than 

I 
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Based on the results 

water utility industry is 

average of Staffs DCF 

would conclude that the cost of equity to the 

in the range of 7.7 percent to 11.1 percent. The 

are 9.0 percent and 9.4 percent, respectively. 

Q. 
A. 

Q- 
A. 

What are Staff's cost of equity ' stimates for the sample gas companies? 

Staffs cost of equity analysis fot the sample gas companies is shown on Schedules JMR- 

13 through JMR-19. The aver ge of Staffs DCF and CAPM estimates of the cost of 

equity to the sample gas companies is 10.3 percent. 

r 
+ 

Axe the sample gas companies iskier than the sample water companies? 

Yes. The average beta of the 1 ample water companies is .59 (Schedule JMR-6). The 

average beta of the sample gas (companies is .69 (Schedule JMR-17). Based on Staffs 

CAPM analysis, the cost of equih to the sample gas companies is approximately 100 basis 

points higher than the cost o equity to the sample water companies based on the 

difference in risk. Therefore, 

companies would require a 

structure adjustment 

I 

I 

ri 
estimate of the cost of equity to the sample gas 

downward adjustment, in addition to a capital 

order to be applied to Arizona-American. 
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Q. 
A. 

What is Staffs ROE recomme4dation for Arizona-American? 

Staffs ROE recommendation fo Arizona-American is 9.7 percent. This is 50 basis points 

higher than the average of Sta s DCF and CAPM estimates of 9.2 percent. Staff is 

recommending a ROE higher an its average estimate of 9.2 percent because Arizona- 

American’s capital structure re ects greater financial risk than that of the sample water 

companies. The business risks sociated with the nature of water utility operations have 

been accounted for through Staffs selection of proxy companies. In the next section I 

show that Staffs 50 basis point qnancial risk adjustment is appropriate. 

I 
7 
I 
ais 

I 

The Effect of Arizona-American’s Capital Structure on its Cost of Equity 

Q* 

A. 

I 

Is there an accepted formula by which the effect of Arizona-American’s capital 

structure on its cost of equity c I n be estimated? 

Yes. An estimate of the effect t at a company’s capital structure has on its cost of equity 

can be calculated by adjusting $eta to reflect an increase or decrease in leverage. The 

Value Line betas for the sample water companies are “levered” betas - they reflect 

investors’ perceptions of both &e business risks and the financial risks of the firm. In 

other words, one portion of the l a h e  Line beta is related to the business risk of the firm 

and one portion of the Value Live beta is related to the financial risk of that firm. We 

already know the capital struc es and beta for each of the sample water companies 

followed by Value Line. There ore, if we remove from each firm’s beta that portion of 

h 
I 

l 

risk related to the use of debt, ! , e can estimate what the firm’s beta would be if it were 

financed entirely with equity 

following equation is used to 

This is known as the “unlevered” beta.I4 The 

unlevered beta for a firm: 

Unlevered betas are discussed on page 38 of dost of Capital: 2002 Yearbook, published by Ibbotson Associates. 14 

Pp. 37-38. I 
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Equatio+l 6 : 

I 

Where :bm = unlevered beta 

= levered beta 
D =book debt 

1 c = equitycapital F = tax rate 

Q* 
A. 

Did Staff calculate unlevered betas for the sample water companies? 

Yes. Schedule JMR-10 shows how Staff calculated the unlevered beta for each of the 

sample water companies. The llowing table shows that the average raw beta15 of the 

sample water companies decreas s fiom .36 to .22 with the removal of all risk related to 

the use of debt. Therefore, a daw beta of .22 represents investors’ perceptions of the 

I 

! 
business risks associated with t d e sample companies. Additionally, .22 represents what 

the sample companies’ raw beta k ould be if they were financed entirely with equity. 

Betas published by Value Line have been “ad] sted” for their presumed long-term tendency to converge toward 
1 .O. The adjustment process pushes high betas 
calculating the capital structure adjustment to th cost of equity, Staff fist “unadjusted” the Value Line betas to arrive 
at the “raw” beta, then “readjusted” the raw beta 4 consistent with the method used by Value Line. The Value Line 
adjustment formula is [(raw beta x 0.67) + 0.351: 

wn toward 1 .O and low betas up toward 1 .O. For purposes of 
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1 Table7 

~ (levered) Raw Unlevered 

I 
I Value Line 

Company Beta Raw Beta 
American States Water .37 .22 
California Water .37 .21 
Connecticut .37 .24 

.30 .17 

.52 .30 
.16 

Middlesex Water 
Philadelphia Suburb4 
SJW COT. .22 
Average .36 .22 

Q. 

A. 

Q- 

A. 

Is there a method by which t e unlevered beta can be “relevered” using the capital 

structure of Arizona-Americapl to arrive at a beta that is more representative of 

Arizona-American’s financial ‘sk? 

Yes. On average, the capital structures of the sample water companies are not as 

leveraged as Arizona-American)i and reflect lower financial risk than Arizona-American’s 

capital structure in this proceediig. In order to calculate a beta that is more representative 

of Arizona-American’s  financial^ risk, the unlevered beta discussed above can be relevered 

using Arizona-American’s capith structure. Schedule JMR-11 shows Staffs calculation 

of the relevered beta. Staff h calculated the relevered raw beta to be .43. When 

adjusted, the relevered raw beta I ecomes .64. 

9 
n 

Can the relevered beta be used to estimate the effect of Arizona-American’s capital 

structure on its cost of equity? 

Yes. Once the relevered beta h .I , been determined, the CAPM can be used to estimate the 

impact of the Company’s capita’ structure on its cost of equity. Schedule JMR-12 shows 

Staffs CAPM estimates of the st of equity using the Value Line levered beta (lines 1 - 

3) as well as the relevered beta 01.64 (lines 6 - 8). Column E of the same schedule shows 
I 
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the required capital structure adjdstment to the cost of equity, this is the simple difference 

between the cost of equity estdates derived from the Value Line levered beta and the 

estimates derived fi-om the releve ed beta. On average, Arizona-American’s cost of equity 

is approximately 50 basis poin s higher than the cost of equity to the sample water 
companies. 4 

v. RATE OF RETURN RECOMMENDATION 
Q* 
A. 

, 

What is Staff’s rate of return recommendation for Arizona-American? 

Staff recommends a ROR of 6.6 percent for Arizona-American, as shown in Schedule 

JMR-9 and the following table: ~ 

’ 
Table 8 

Weighted 
Weight Cost cost  

Long-term Debt 61.2% 4.6% 2.8% 
Common Equity 38.8% 9.7% 3.8% 

I Cost of Capital/RO$ 6.6% 

Financial Integrity . ~ 

Q. Will Staffs recommendation ~ allow Arizona-American to maintain its financial 

integrity? 

Yes. Staffs ROR recommend ion results in a pre-tax interest coverage ratio of 3.2, 

calculated in column F of Sched le JMR-9. Interest coverage is one of the determinants 

of a company’s bond rating - a gher ratio of earnings to interest results in a higher bond 

rating.I6 According to Standard h/ & Poor’s (,‘S&P”) 2002 Corporate Ratings Criteria, the 

I 
a i  A. u 

~ 

l6 Brealey, Richard, Stewart C.Myers. Principle{ of Colporate Finance. 1995. McGraw-Hill. New York. p. 671. 
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median interest coverage ratio fo an ‘A’ rated U.S. electric utility (Staffs most available 

proxy for a water company) is 3.4!17 
f 

VI. COMMENT ON THE DIRECT T~STIMONY OF COMPANY WITNESS THOMAS 
I 
I M. ZEPP 

Q. 

A. 

Please summarize Dr. Zepp’s RbE recommendations, analyses, and estimates. 

Dr. Zepp recommends an 11.5 pe I cent ROE. He calculates DCF estimates for a sample of 

water utilities and a sample of g utilities. He also conducts three risk premium analyses 

based on water utilities and gas tilities, as well as an internal rate of return (“IRR”) and 

CAPM to support his estimates. is range of equity cost estimates is 10.9 percent to 11.5 

percent.” He recommends add’ g 60 basis points to the ROE to account for Arizona- 

American being more leverage Finally, he 

recommends that the ROR be m ltiplied by the current value of the Company’s property, 

i.e., its fair value rate base ( “ F h ” )  to determine earnings, rather than multiplying the 

ROR by the original cost rate base (“OCRB”) and solving for a ROR that, when applied to 

the FVRB, produces the same dollar level of earnings. 

4 
i 
I” 

than the water utilities in his sample. 1 
Dr. Zepp’s DCF Estimates 

Q. 

A. 

I 
Does Staff have any comments bn Dr. Zepp’s DCF estimates? 

Yes, Staff has seven comments ob Dr. Zepp’s DCF estimates: 

1. Staff disagrees with Dr. Zepp’s exclusion of Connecticut Water and Middlesex Water 

from his sample of water utiliees. 
I 

2. Staff disagrees with Dr. Zepd’s exclusion of Cascade Natural Gas and Southwest Gas 

from his sample of gas distribbtion utilities. 
I 

Standard & Poors 2002 Corporate Ratings 
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3. Dr. Zepp’s conclusion that ga$ utilities and water utilities have approximately the same 
I 

inappropriate and should not b given weight by the Commission. 1 level of risk is incorrect. 

4. The use of a historical averag dividend yield in the constant growth DCF formula is 

5. Dr. Zepp’s calculation of proj cted near-term earnings growth contains two errors. 

6. Dr. Zepp’s sole reliance on a alysts’ forecasts of future growth is inappropriate and 

results in inflated cost of equi 

fundamental component of a c, b nstant-growth DCF method such as Dr. Zepp uses. 

estimates. tl 
7. Dr. Zepp did not consider DPG growth in his DCF analysis. However, DPS growth is a 

~ 

I discuss these seven points belo+. 

Sample Selection Problems ~ 

Q. 

A. 

Q. 

Explain how Dr. Zepp’s exclus’on of Connecticut Water and Middlesex Water from 

his sample of water utilities is 

Dr. Zepp’s exclusion of Come ticut Water and Middlesex Water from his sample of 

water utilities is inappropriate J ecause he provides no sound basis for excluding them. 

According to Dr. Zepp, Conn ’ ticut Water and Middlesex Water “have experienced 

increases in common stock pric 7 s that are substantially above the increases in prices for 

other water utility stocks and t h i s  appear to be acquisition or merger candidates.” (See 

direct testimony of Thomas M. Z(epp, p. 14 at 7-9.) 

appropriate. I 

Why would it be difficult to stimate the cost of equity using the DCF method if 

acquisition targets were included in the sample? 
4 
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A. 

Q. 

A. 

If a company is expected to be quired at a premium, investors will bid the price of its 

stock up (and its dividend yield and the DCF method could understate the cost of 

equity. 

Have Connecticut Water and iddlesex Water experienced increases in common 

stock prices that are substanti Ily above the increases in prices for the other Value 

No. In Chart 3 I have indexed th e stock prices of the Vdue Line water utilities for August 

Line water utilities? 

1999, through May 2003. As C art 3 shows, one cannot reasonably draw the conclusion 

," 
4 

that Connecticut Water (CTWS and Middlesex Water (MSEX) are acquisition targets 

based solely on their stock prices.~" 
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Q- 

A. 

Q* 

A. 

Does Dr. Zepp offer any evidence such as press releases, announcements, or news 

articles that would suggest Con ecticut Water and Middlesex Water, specifically, are 

acquisition targets? 

No. It is Dr. Zepp’s opinion th il t Connecticut Water and Middlesex water, specifically, 

have been bid up with the expectdion that they will receive premiums in the future. 

I, 

Why does Staff disagree with Dr. Zepp’s exclusion of Cascade Natural Gas and 

Southwest Gas from his sample lof gas distribution utilities? I 
Staff disagrees with Dr. Zepp’s (exclusion of Cascade Natural Gas and Southwest Gas 

from his sample of gas utilities ased on their medium-grade bond ratings. Bonds rated 

Baa (medium-grade) or above b Moody’s, are known as investment-grade securities,20 

and are therefore included in Stafts sample of gas utilities. 
1 

Risk Comparison Problem I 

Q- 

A. 

Is Dr. Zepp’s conclusion that g s utilities and water utilities have approximately the 

same level of risk (see direct estimony of Thomas M. Zepp. P. 16 at 11 - 12.) 

correct? 

No. Dr. Zepp’s conclusion that, gas utilities and water utilities have approximately the 

same level of risk is incorrect b 

.69, whereas the average beta 

I 
~ 

the average beta for the sample gas companies is 

sample water companies is .59?l Looking at the 
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I 

more relevant raw (unadjusted) betas, the difference is even more pronounced.” The 

average raw beta for the sample bas companies is .5 1, while the average raw beta for the 

sample water companies is .36k Therefore, according to standard corporate finance 

, 

Q* 

A. 

Are Dr. Zepp’s final cost of eduity estimates consistent with his testimony that “the 

utilities in [his] water utilities s I3 mple and gas utilities sample have approximately the 

same level of risk.” (See direct iestimony of Thomas M. Zepp. P. 16 at 11 - 12.) 

No. First, Dr. Zepp assumes thaj gas utilities have approximately the same level of risk as 

water utilities. Then, he implicit h y assumes that gas utilities are riskier than water utilities 

by adjusting his estimates of th$ cost of equity to the gas utilities downward by 50 basis 

points. (See direct testimony o Thomas M. Zepp. P. 16 at 12 -13.) However, his 

adjustment is too small and aphears to be arbitrary. As I stated previously, based on 

Staffs C m M  analysis, the cost1 of equity to the sample gas companies is approximately 

t- 
100 basis points higher than the) cost of equity to the sample water companies, based on 

the difference in market risk. 

Betas published by Value Line have been “adj ted” for their presumed long-term tendency to converge toward 

See Column G of Schedule JMR-6 and Col& G of Schedule JIvlR- 17. 
1 .OO. The adjustment process pushes high betas r down toward 1 .O and low betas up toward 1 .O. 
22 
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Miscalculafed Price Problem I 

Q* 

A. 

Explain how Dr. Zepp’s DCF lestimates based on 3-month and 12-month average 

stock prices are inappropriate. ~ 

Dr. Zepp’s DCF estimates base& on 3-month and 12-month average stock prices are 

inappropriate because there is no oint in “smoothing” stock prices for use in a model that 

assumes perfect m ~ k e t s . 2 ~  The P expected dividend yield requires the most recent spot 

stock price in the denominator o 1 the calculation   PO). Professor Myron Gordon, the 

father of modem DCF analysis discs: 
The term for dividend y k  d in the Eq. [ 11 expression for a share’s 
yield is the forecast divid nd for the coming period, D1, divided by 

of the share at the time e share yield is being estimated. The 
rationale for using the c $ ent price is that at each point in time it 
reflects all the informati n available to a company’s investors 

the current price, PO. Thel d value assigned to PO should be the price 

regarding future dividend b 5  ,. 

The most recent stock price is th only appropriate price to use in the denominator of the 

DCF equation in order to maint ’n consistency with the efficient markets hypothesis, a 

crux of modem corporate finance 1 theory. 
G 

24 Myers, Stewart C. “The Application of Financk Theory to Public Utility Rate Cases.” Bell Journal of Economics 
andManagement Science. Spring 1972. p. 73 

Bureau), FCC Docket 79-63, p. 63. 

1 
zf, Testimony of professors Myron J. Gordon and wrence I. Gould, consultant to the Trial Staff (Common Carrier 
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Q. 

A. 

Q. 

A. 

Can Staff cite any further suppbrt for the use of a spot yield rather than a historical 

Yes. The tendency of some an 1 lysts to violate financial principles and use a historical 

average? 

average dividend yield was the of a February 1, 1996, article in Public UtiZities 

I Fortnightly: I 

To the extent that pri r yields form a reference point for 
expectations of future Ids, the information content of historic 
yields is already the current spot yield. Thus, to average 
the historic yield with the spot yield simply double counts any 
relevant historic infonnajion and leads us away from rather than 
toward the actual future yield. 

Note also that by 
distant data into the 
the current spot 
period where 

historical data we introduce more 
This forces us to put less weight on 

can consider yields estimated in a 
knew less about next year than 

make sense.26 

Has the Commission ruled on the use of spot market data in estimating the cost of 

capital? i 
Yes. In Decision No. 64727, d$ted April 17, 2002, the Commission agreed with Staffs 

use of spot market data in estima t ing the cost of debt and equity.27 

Growth Calculation Problem 

Q. Are there any problems with lqr. Zepp’s calculation of projected near-term earnings 

growth? I 

26 Kihm, Steven G. “The Superiority of Spot Yi Ids in Estimating Cost of Capital.” Public Utilities Fortnightly. 

” Application of Black Mountain Gas Docket No. G-03703A-01-0263. 
February 1, 1996. pp. 42-45. 
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A. 

Q. 

A. 

Yes, there is one problem and onq mor: 

1. When calculating projected ear-term earnings growth Dr. Zepp states that he has 

relied upon the “industry average forecast reported by First Call in [his] analysis” instead 

of the individual forecasts for ea h firm in his sample. (See direct testimony of Thomas 

M. Zepp. p. 33 at 22 - 24.) 

n 
P 

~ 

2. Dr. Zepp has omitted Philad#lphia Suburban Corporation &om his average of Value 

Line projected near-term earning4 growth. 
I 

Explain Dr. Zepp’s first probleb; relying on the near-term earnings growth forecast 

for the entire water utility inbustry instead of averaging the near-term earnings 

growth forecasts for each firm 

Relying on the near-term e-gs growth forecast for the entire water utility industry 

instead of averaging the near-teq earnings growth forecasts for each firm in the sample is 

inappropriate because it creates mismatch between the expected dividend growth rate 

and the expected dividend yield1 Applying the expected dividend growth rate for one 

group of companies to the expec ed dividend yield of another group when the first group 

may have increased its retention ate (reduced its payout ratio) will result in a meaningless 

cost of equity estimate. This oc urs when the growth estimate for the entire industry is 

I 

the sample. + 
t 

I 

different than the average gro 1 estimate for each firm in the sample. The following 

figure shows how a mismatch f this type can result in a meaningless cost of equity 

estimate: 
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CcKnpanyA 5% SO% 361% 

I 

Figure 1 shows cost of equity estbates for two companies. The cost of equity estimate is 

10 percent for each company. However, as shown in the diagram, Company B has 

increased its growth rate by incjeasing its retention ratio (and reducing is payout ratio, 

hence the lower dividend yield).b8 As shown in Figure 1, even though both companies 

may be in the same industry d d  have the same required return, adding the expected 

dividend growth rate of Company B to the expected dividend yield of Company A will 

result in a meaningless cost of eqbity estimate. 

f orecasfed Growfh Problem I 

I 
Q. Explain how Dr. Zepp’s excludive reliance on analysts’ forecasts is inappropriate to 

forecast DPS growth and results in inflated cost of equity estimates. 

’* Reilly, Frank K., Keith C. Brown. Investment Analysis and Portfolio Management. South-Western. 2003. 
Mason, OH. pp.. 399-400. 
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A. 

Q- 

A. 

Q- 

A. 

Dr. Zepp’s exclusive reliance analysts’ forecasts in his DCF analysis is inappropriate 

do not look at other information such as past dividend because it assumes that 

growth. 

Is there a problem with relyidg exclusively on analysts’ forecasts of earnings in a 

DCF analysis. ~ 

~ 

Yes. Analysts’ forecasts of e d g s  are known to be overly optimistic. 

How do you respond to Dr. Ze p’s statement that, “To the extent that past DPS and 

EPS growth provide an indieition of future growth prospects, analysts take such 

past information into account when they form their forecasts of the future?” (See 

direct testimony of Thomas M. 1Zepp. Page 26 at 14-17.) 

4 
I 

First, Dr. Zepp has failed to sho& in this testimony or in his work papers that the analysts 

providing the forecasts in his CF analysis have taken any such past information into 

account when formulating the’ projections. Second, while I agree that professional p 
analysts may have considered 

use in the DCF formula is 

Therefore, the reasonable 

addition to analysts’ of both. 

growth in their forecasts, the appropriate growth rate to 

growth rate expected by investors, not analysts. 

investors rely, to some extent, on past growth in 
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Q. 

A. 

Q. 

A. 

On page 26, footnote 4, of his direct testimony Dr. Zepp cites a study conducted by 

David A. Gordon, Myron J. Gjrdon and Lawrence I. Gould2’ (C‘GG&G”), which he 

claims supports the exclusive u e of analysts forecasts in the DCF model. How does 

Staff respond? 

I have reviewed the article and 1 ound that GG&G do not conclude that investors ignore 

1 

past growth when pricing 

exclusive use of analysts’ 

. Therefore, the GG&G article does not support the 

in the DCF model. 

In light of his participation 

advocate the exclusive reliance~on analysts’ forecasts in his DCF model? 

the GG&G study, does Professor Myron Gordon f 
No. Subsequent to the GG&G tudy, Professor Gordon provided the keynote address at 

the 30* Financial Fonun of the I Society of Utility and Regulatory Financial Analysts, in 
4 

which he stated: I 
I understand that comphes coming before regulatory agencies 
liked and advocated thk high growth rates in security analyst 
forecasts for arriving at! their cost of equity capital. Instead of 
rejecting these forecasfs, I understand that FERC and other 
regulatory agencies hav$ decided to compromise with them. h 
particular, in arriving a{ the cost of equity for company X, the 
FERC has decided to ‘ve at the growth rate in my dividend 
growth model by using T an average of two growth rates. One is 
security analysts forecast of the short-term growth rate in earnings 
provided by DES or V a k  Line and the other a more long run and 
typically lower figure su@h as the past growth in GNP. 

29 Gordon, David A., Myron J. Gordon, Lawre 
The Journal of Portfolio Management. 

I. Gould. “Choice Among Methods of Estimating Share Yield.” 
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Such an average can be q 
my judgment is that betv 
average with the past grol 
reasonabZefigure?O (em] 

Q* 

A. 

Q* 

A. 

How does Dr. Zepp’s exclus? 

inflated cost of equity estimates 

Dr. Zepp’s exclusive reliance o 

equity estimates because analyst 

To the extent that investors ar 

earnings, they will make appropr 

Can you provide evidence to 

future earnings are high? 

Yes. Many experts in the financ: 

analysts’ forecasts of fbture e a  

Contrarian Investment Strategic: 

were optimistic in their forecast! 

period. Another study conducte 

30 Gordon, M. J. Keynote Address at the 30* Fin 
Analysts. May 8, 1998. Transparency 3. 

See Seigel, Jeremy J. Stocks for the Long Rw 
Random Walk Down Wall Street. 1999. W.W. 
Investment Strategies: The Next Generation. 19 
Professors Myron J. Gordon and Lawrence I. Go 
Docket 79-63, p. 95. 

31 

iestioned on various grounds. However, 
:en the short-term forecast alone and its 
th rate in GNP, the latter may be a more 
hasis added) 

e reliance on analysts’ earnings forecasts result in 

analysts’ earnings forecasts results in inflated cost of 

’ earnings forecasts are known to be overly optimistic. 

aware of the bias in analysts’ projections of future 

de adjustments. 

support your testimony that analysts’ forecasts of 

11 community have commented on biadover-optimism in 

A study cited by David Dreman in his book 

The Next Generation found that Value Line analysts 

by 9 percent annually, on average for the 1987 - 1989 

by David Dreman found that between 1982 and 1997, 

icial Fonun of the Society of Utility and Regulatory Financial 

2002. McGraw-Hill. New York. p. 100. Malkiel, Burton G. A 
orton & Co. New York. p. 169. Dreman, David. Contrarian 
8. Simon & Schuster. New York. pp. 97-98. Testimony of 
14 consultant to the Trial Staff (Common Carrier Bureau), FCC 
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analysts overestimated the gro@ of earnings of companies in the S&P 500 by 188 

percent. 

Burton Malkiel of Princeton Upversity studied the one-year and five-year earnings 

forecasts made by some of the kost respected names in the investment business. The 

results showed that when com&ired with actual earnings growth rates, the five-year 

estimates of professional analys./s were worse than the predictions fiom several nayve 

forecasting models, such as the 

Malkiel discusses the results of I 

Walk Down Wall Street: 

When confkonted with t 
estimates, the security L 
that five years ahead is I 

projections. They prote 
are admittedly important 
ability to project earnings 

Believe it or not, it turn 
even worse than their fiv 
for them to forecast on 
changes. 

The analysts fought bacj 
unfair to judge their p‘ 
industries, because earn 
“cyclical” companies are 
utilities, ” one analyst COT 

didn’t like it. Even thefc 
the mark. Those the anc 
turned out toperform mu 
low or moderate growth I 

Malkiel. pp. 168-169. 32 

long-run rate of growth of national income. Professor 

is study in the following quote fiom his book A Random 

e poor record of their five-year growth 
zalysts honestly, if sheepishly, admitted 
?ally too far in advance to make reliable 
ted that although long-term projections 
they really ought to be judged on their 
changes one year ahead. 

d out that their one-year forecasts were 
-year projections. It was actually harder 

year ahead than to estimate long-run 

gamely. They complained that it was 
formance on a wide cross section of 
ngs for electronics firms and various 
iotoriously hard to forecast. “Try us on 
?dently asserted. So we tried it and they 
Pecasts for the stable utilities were far ofl 
9sts confidently touted as high growers 
h the same as the utilities for which only 
as predicted?2 (emphasis added) 



1 
1 
1 
I 
I 
I 
I 
I 
I 
I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1c 

11 

12 

12 

14 

1: 

le 

1; 

18 

15 

Direct Testimony of Joel M. Reiker 
Docket Nos. WS-01303A-02-0867 et seg 
Page 44 

Q. 

A. 

Q. 

A. 

Are investors aware of the probtems associated with analysts’ forecasts? 

Yes. In addition to books, num rous articles appearing in The Wall Street Journal and 

other publications have cast a n gative light on research analysts and their forecasts.33 

One such article, entitled “Andy s: Still Coming Up Rosy” appeared in the January 27*, 

2003, edition of The Wall Stree Journal. According to the article, “stock analysts are 

unshaken in their optimistic, if dplusional, belief that most of the companies they cover 

will have above average, double-digit growth rates during the next several years. That is, 

of course, highly unlikely.”34 Ad stated previously, to the extent that investors are aware 

of the bias in analysts’ projections of hture earnings, they will make appropriate 

e 
1 
I 

I 

adjustments. I I 

Can Staff identify any other pr blems with relying exclusively on analysts’ forecasts? 

Yes. Another problem with re1 g exclusively on analysts’ forecasts and ignoring past 

growth is that the results are entfrely dependant on the source of the particular forecast. 
I 

For example, Dr. Zepp uses dat a fiom First Call and Value Line to estimate projected 

near-term earnings growth. Hi estimate is 7.1 percent. However, Zach Investment 

Research, which is readily avail ble, projects an average near-term earnings growth rate 

ofjust 5.5 percent for the compdes in Dr. Zepp’s sample. 

s 
t 

I 

33 See Brown, Ken. “Analysts: Still Coming Up ~Rosy.” The Wall Street Journal. January 27,2003. p. C1. Karmin, 
Craig. “Profit Forecasts Become Anybody’s Gue/ss.” The Wall Street Journal. January 21,2003. p. C1. Gasparino, 
Charles. “Menill Lynch Investigation Widens.” IThe Wall Street Journal. April 11,2002. p. C4. Elstein, Aaron. 
“Earnings Estimates Are All Over the Map.” Th Wall Street Journal. August 2,2001. p. C 1. Drernan, David. 
“Don’t Count on those Earnings Forecasts.” es. January 26, 1998. p. 110. 
34 Brown. p. C1 
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Q. 

A. 

Q* 

A. 

Should Dr. Zepp have consideryd DPS growth in his DCF analysis? 

Yes. Dr. Zepp’s failure to co ider DPS growth in his DCF analysis assumes that 

investors ignore DPS growth wben pricing stocks. In the DCF model, the price of a 

security is the discounted value ’ f cash flows received by the investor. Equity investors 

receive dividends, not earnings. (According to Wharton School finance Professor Jeremy 

115 
0 

Siegel: 

Note that the price of the btock is always equal to the present value 
of all future dividends an not the present value of fbture earnings. 
Earnings not paid to inve tors can have value only if they are paid 
as dividends or other cas 4 disbursements at a later date. Valuing 
stock as the present discounted value of future earnings is 
manifestly wrong and grehtly overstates the value of the firm.35 

Has Dr. Zepp agreed with Staff’s assumption that investors would look at DPS as 

well as EPS? i 

Yes. In a 1999 Oregon proceed&, when asked if investors preferred DPS growth or EPS 
I 
i growth, Dr. Zepp testified: 

According to me, 
testimony here 

would look at both, but this particular 
testimony, in which you didn’t look 

at earnings per share gr wth. And my point is, if you’re only 

at one, investors would lbok at earnings per share growth. That’s 
the testimony, and I still stand by that testimony, but as I’ve stated, 
I would look at 

going to look at one - in b my view, if you were only going to look 

(e&phasis added) 

36 Sworn Testimony of Dr. Thomas M. Zepp, da ed January 21,1999. Before the Public Utility Commission of 
Oregon. Docket UM 903. p. 9 at 19 - 25 and p. i 0 at 1 - 3. 

35 Siegel. P. 93. 
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Additionally, Dr. Zepp testified in! the same proceeding: 

Investors would and forecasted growth in earnings 
share (‘“DPS’y and other trends 

future growth would be?7 

Therefore, based on his own tesbrnony in a previous proceeding, Dr. Zepp should have 

considered DPS growth in his 

Q. 

A. 

Can Staff cite any other cost f equity studies for water utilities where Dr. Zepp 

relied on historical DPS growthv 

Yes. In Docket No. W-Ol445A-p2-0619 (Arizona Water Company) Dr. Zepp calculates 

cost of equity estimates for four alifornia water utilities. In estimating constant dividend 

growth, Dr. Zepp averages past DPS growth, EPS growth, and sustainable growth. 

P 
i 

C 
Dr. Zepp’s Internal Rate of Return 

Q. 

alysis 

On pages 36 to 40 Dr. Zepp co ducts an internal rate of return (“IRR”) analysis of 

Connecticut Water (“Connecti 1 ut”) and Middlesex Water (“Middlesex”) in which he 

calculates a cost of equity rang of 10.4 percent to 13.2 percent. Should Dr. Zepp’s 

internal rate of return analysis e given any weight by the Commission? 

No. Dr. Zepp’s IRR analysis qbould be given no weight by the Commission for the 

following reasons: I 

I 
A. 

1. Dr. Zepp’s that the standard (constant growth) version of the DCF 

model produces implausi$e cost of equity estimates is incorrect. 

~ 37 Rebuttal Testimony of Thomas M. Zepp, dated December 17,1998. Before the Public Utility Commission of 
Oregon. Docket UM 903. p. 17 at 12-14. 1 
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Q. 

A. 

Q* 

A. 

Q* 
A. 

2. The Commission sho reject any cost of equity analysis that relies on such 

Dr. Zepp in his IRR analysis. assumptions as those 

How does Dr. Zepp conclude tbat the standard version of the DCF model produces 

implausible cost of equity estim tes for Connecticut and Middlesex? 

Dr. Zepp concludes that the stan ard version of the DCF model produces implausible cost / 
of equity estimates for 

and data I presented in 

and Middlesex by using a combination of his own data 

February 200Z3*, to calculate cost of equity estimates 

that are below the on Baa rated bonds. 

Is Dr. Zepp correct in his conbIusion that the standard version of the DCF model 

produces cost of equity estimates for Connecticut and Middlesex that are below the 

yield on Baa rated bonds? I 

No. Regardless of what Dr. Z p concluded from my February 2002 testimony, the 

constant growth DCF model doe I not produce cost of equity estimates that are below the 

yield on Baa rated bonds. Usdng expected dividend yields of 3.35 percent and 3.99 

percent and estimated growth of ,4.58 percent and 4.85 percent, the constant growth DCF 

model produces cost of equity estimates for Connecticut and Middlesex of 7.9 percent and 

8.8 percent, respectively. These stimates are well above the May 2003 yield on Baa rated 

Utility and Corporate bonds of 6.18 percent and 6.68 percent, respectively. 

I 

e 
What assumptions does Dr. Ze p make in his IRR analysis? 

Dr. Zepp makes several brave assumptions. 
i 

He assumes that the stock prices of 

Connecticut and Middlesex incl, 1 de an anticipated stock price premium resulting from 

38 Direct Testimony of Joel M. Reiker, dated Febbary 11,2002. Docket No. W-02025A-01-0559. 
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either a future merger or acquisitjon. (See direct testimony of Thomas M. Zepp. p. 37 at 

8 - 10.) He assumes that invest0 s expect to receive a 35 percent to 59 percent premium. 

(See direct testimony of Thom s M. Zepp. And he assumes that the 

acquisitiordmerger is expected to (occu between two and three years into the future. (See 

direct testimony of Thomas M. Zqbpp. p. 39 at 4 - 6. )  

Table 20.) 1 
I 

Q9 

A. 

Why should the Commission reject any cost of equity analysis that relies on such 

assumptions as those made by dr. Zepp in his IRR analysis? 

The Commission should not r y on any cost of equity analysis that relies on such 

assumptions because doing so greatly increases estimation error in cost of equity 

calculation. Cost of equity ca culation is subject to enough estimation error without 

introducing additional assumpti ns. Further, the Commission has no reason to rely on 

such a model proposed by Dr. depp because to the extent that corporate bond yields can 

91 

1 
be compared to equity costs, 

cost of equity estimates for 

standard version of the DCF model produces reasonable 

ecticut and Middlesex. 

Dr. Zepp’s Risk Premium Estimates i 
Q- 
A. 

Q. 

Please describe Dr. Zepp’s “ri I k premium” analysis. 

Dr. Zepp examines the differenle between the retums on proxies for Arizona-American 

and Baa corporate bond yields. e performed three studies and calculated three ranges of 

risk premia. He then adds thes risk premia to a range of consensus forecasts of the Baa 

corporate bond rate compiled by! Blue Chip Financial Forecasts. 

r 
’f 

In general, is Dr. Zepp’s “hisk premium” method valid to estimate Arizona- 

American’s cost of equity? , 
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A. No. Dr. Zepp’s risk premium m thod is not valid to estimate Arizona-American’s cost of 

equity because it relies on fore asts of the Baa corporate bond rate. The Commission 

should not rely on forecasts of i terest rates. Analysts who forecast future rates do not 

have any more information ab0 1 t the future than what is already reflected in the current 

rate. Analysts’ tendency to be wt. ong in their forecasts of future interest rates is illustrated 

in Chart 4. The graph shows B I ue Chip Financial Forecasts consensus forecasts of the 

Aaa corporate bond rate versus the actual rate: 

+ 

8% - 

7%- 

7%- 

An examination of Dr. Zepp’s own risk premium analysis shows how bad professional 

analysts are at predicting inter st rates. For example, Dr. Zepp relies on a range of 

consensus forecasts of the Baa bond rate compiled by Blue Chip Financial Forecasts in 

June 2002, for the period 2003 1 to 2004. This range averages 8.15 percent. As of May 

2003, the actual Baa corporatelbond rate was 6.68 percent - a difference of 147 basis 

:: 

points. I 

Relying on interest rate foreca ts unnecessarily introduces forecasting error into cost of 

capital calculation, as well as edtimation error. Cost of capital estimation errors should be 

minimized, not enlarged. 

I ‘ 
I 
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Q. 
A. 

According to Nancy L. Jacob of e University of Washington and R. Richardson Pettit of ul 
the University of Houston: ‘ 

While we know 
determine interest 
funds, etc.) little 
predicted with enough achracy to successfully predict the rates3’ 

g about many of the factors that 
supply, the demand for loanable 
to suggest these factors can be 

I 
This notion is consistent with the efficient markets hypothesis. 

Does Staff have any other gene a1 concerns about Dr. Zepp’s risk premium method? 

Yes. First, while the risk pre I um approach is based on a general rule of thumb that 

common stocks are riskier than onds, the Commission should primarily rely on cost of 

equity models developed in the orporate finance literature rather than on rules of thumb, 

to the greatest extent possible. dtaff recommends that the Commission rely on the CAPM 

rather than Dr. Zepp’s “risk pr mium” method. The CAPM was developed by Nobel 

Prize winning economists and is the most popular method of estimating the cost of equity 

among CFOS.~’ 

b 
P 
I 

Second, in his first two studies Dr. Zepp assumes that ROES authorized by regulatory 

commissions provide ‘bbiased ‘estimates of the cost of equity facing utilities at different 

points in time.” (See direct te timony of Thomas M. Zepp. p. 42 at 9-10.) This is 

problematic because the capit4 markets determine the cost of equity, not regulatory 

commissions. Further, this Co ’ ission has no way of knowing how these other cases 

were resolved. Allowed returns 1 often reflect various incentives and disincentives put into 

i 
s 
‘p” 

, 
39 Jacob, Nancy L., R Richardson Pettit. Inveshents. Irwin. Homewood, In. 1988. p. 499. 
40 Graham, John R., Campbel R. Harvey. pp. 1q7-243. 

I 
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place by each state commission or various purposes which likely do not, and would not, 

apply to Arizona-American. T ’s Commission cannot rely on previously authorized 

ROE’S because it cannot know e particulars behind each case nor could it cross-examine 

witnesses in those cases even if id did know the particulars. 
! 

Third, Staff has general concern about the use of a corporate bond rate to imply equity 

risk premiums. orporate bond contains some default risk which is 
1 

Because a C 
diversifiable, the investor’s exp cted rate of return is lower than the bond’s yield to 

maturity.41 Therefore, the yield maturity on a corporate bond cannot be compared to 

the cost of equity. Professor Laukence Booth of the Rotman School of Management at the 

University of Toronto states the (allowing: 
i 

As for the premium over long term A bond yields, it has to be 
pointed out here that corporate bonds are default risky. The 
maximum retum you 
maturity is the yield to 
risky, the investor’s 
than the yield to 
corporate bond 

get from a corporate bond held to 
Since corporate bonds are default 

of return is significantly lower 
the yield to maturity on a 
investor’s required rate of 

return, and cannot be heaningfiully compared to the [cost of 
equity]. Only the yield i o  maturity on a default free government 
bond is an estimate of a dequired rate of return, similar to the [cost 
of equity]. This is wby all risk comparisons should be to 
government default peel bonds, otherwise you mix apples and 
oranges?2 (emphasis added) 

Finally, Staff finds Dr. Zepp’g choice of the Baa rated corporate bond rate to be 

inappropriate to calculate his ris premia. This is because risk premiums for securities can 

change over time.43 Chart 5 sho ’ s the spread between the yields to maturity for Aaa-rated 
k 
W 

41 Weston, J. Fred, Thomas E. Copeland. Manaderial Finance. The Dryden Press. 1986. Chicago. pp. 434 - 435. 
42 Booth, Laurence. “The Importance of Markettto-Book Ratios in Regulation.” NRRI Quarterly Bulletin. Winter 

43 Reilly, Frank K., Keith C. Brown. Investmend Anahis and Portfolio Management. South-Western. 2003. 
Mason, OH. p. 394. 

1997. pp. 415 - 425. 
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corporate bonds and Baa-rated orporate bonds fi-om 1974 through the present. The 

spread shown in Chart 5 is a me ] ure of the risk premium for investing in higher-risk Baa- 

rated corporate bonds over low-ribk Aaa-rated corporate bonds. 

L l  

Chart 5 supports the statement 1 above that one cannot use corporate bonds to imply 

meaningful equity risk premiums because the default risk for corporate bonds can change 

significantly over time. 

I 

Dr. Zepp’s Firsf Risk Premium Study ~ 

Q. 

A. 

What is Dr. Zepp’s first study?l 

Dr. Zepp’s first study is based on the difference between past accounting returns on equity 

to some undefined sample of dompanies “comparable” to San Gabriel Valley Water 

Company compiled by the staff b f the California Public Utilities Commission (“CPUC”) 

and Baa corporate bond rates. D . Zepp’s first study also relies on data fiom C.A. Turner 

Utility Reports (“C.A. Turner”), d assumes that (1) authorized ROE’S equal the cost of 

equity, and (2) the companies bave earned 40 basis points less than their authorized 

I r 
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ROE’S, and adjusts his risk p r e d a  upward on this assumption. His risk premia estimates 

are 3.21 percent and 3.27 percent . 
Q. 
A. 

Does Staff have any specific codcerns regarding Dr. Zepp’s first study? 

Yes. Dr. Zepp has failed to c ~nfirm in his testimony or in his work papers that the 

companies used by the CPUC s aff to calculate accounting returns on equity are (1) all 

water companies, or comparabl in risk, to Arizona-American, (2) the same, or even 

comparable in risk, to the comp&es l generating the C.A. Turner data, or (3) that they have 

earned less than their authorized kOE’s. 

0 

1 
Dr. Zepp’s Second Risk Premium Stqdy 

Q. 
A. 

Q* 
A. 

What is Dr. Zepp’s second study? 

Dr. Zepp’s second study relies od previously authorized ROEs for gas utilities to compute 

a “risk premium” above the Baa aorporate bond rate. His risk premia estimates under this 

approach are 3.27 percent and 3. 

Is Dr. Zepp’s second study app opriate? 

No. The Commission should n t rely on Dr. Zepp’s second study for the reasons stated 

above with respect to autho zed ROEs granted by other commissions in other 

jurisdictions. Further, Dr. Zepp as not shown that the companies used in his second risk 

premium study are comparable ini risk to Arizona-American, or are water utilities at all. 

d 4 
h 

I 
Dr. Zepp’s Third Risk Premium Study 

Q. What is Dr. Zepp’s third study? 
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A. 

Q. 
A. 

Dr. Zepp’s third study examines e difference between historical returns for Moody’s gas 

distribution utility stock index anb Baa corporate bond rates for the period 1954 to 2000. 

Under this approach, Dr. Zepp cal dates an average risk premium of 3.67 percent. 

7 

F 
Is his third risk premium study appropriate? 

No. Dr. Zepp’s third risk pre ium study is not appropriate because he has failed to 

account for changing industry ri k over time. His method is inconsistent with current 
nl 
1 

capital market conditions to the 

past 49 years. The following 

that gas distribution utility risk has changed in the 

the change in average gas distribution utility 

betas fi-om 1968 to 1997:@ 

Clearly, industry risk can change lover time. 

Further, Dr. Zepp has failed to show a relationship between water utility risk and gas 

distribution utility risk over the ast 49 years. Even if he could show such a historical 1 
relationship, past risk is not relev to current risk and its required return. 

Sample average raw O.L.S. betas from a samp e of nine local distribution companies, calculated at the Public t 44 

Utility Commission of Oregon. 
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Dr. Zepp’s CAPM Analysis ~ 

Q* 
A. 

Q* 
A. 

Q- 

A. 

How did Dr. Zepp implement t ’ e CAPM? 

According to Dr. Zepp, he adop ed the CAPM used by Staff in the Green Valley Water 

Company rate ~ a s e . 4 ~  In the f Green Valley rate case Staff used intermediate-term 

Treasuries as the risk-free rate (LJ and Value Line adjusted betas. However, Dr. Zepp 

introduced one critical differenc . The difference between Dr. Zepp’s CAPM analysis in 

this case and Staffs CAPM anal T. sis in the Green Valley rate case is that Dr. Zepp uses a 

long-term Treasury security as thb risk-free rate (Rf). 

P 

Does Staff agree with Dr. Zeppis CAPM analysis? 

No. Staff disagrees with Dr. ZepL’s choice of a Iong-term Treasury bond as the risk-free 

rate (Rr). ~ 

Why does Dr. Zepp use a long- erm Treasury bond as the risk-free rate in his CAPM 

Analysis? 
i 

Dr. Zepp chose a long-term Tre ury bond as the risk-free rate in his CAPM analysis on 

the assumption that the required ktum on the “zero beta” asset is higher than the yield on 

intermediate-term and long-term Treasury securities. He explains his choice of a long- 

term Treasury bond in footnote l h  of his direct testimony: 

Results of empirical st  dies of the CAPM and modification of the 
assumptions of the on t ’nal (Sharpe-Lintner) CAPM b& indicate the 
required return for the ero beta asset is higher than the yield on long- 
term Treasury even higher than the return on intermediate- 

(See direct testimony of Thomas bills. 

I 
45 Docket No. W-02025A-01-0559. I 
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Q. 
A. 

Q. 

A. 

The zero beta asset is a port I lio of assets both held and short-sold that has no 

What is the zero beta asset? 

covariability with the market poAfolio. The required return on the zero-beta asset (Rz) is 

used in place of the return on U. . Treasuries (RJ in the zero-beta version of the CAPM. 

The zero beta CAPM is said to1 be flatter than the original CAPM, resulting in higher 

expected retums for low beta skocks and lower expected returns for high beta stocks 

compared to the simple CAPM. I 

1 

Did Staff ask for copies of the studies which Dr. Zepp claims indicate the required 

return for the zero beta asset i$ higher than the yield on intermediate-term and long- 

Yes. Staff asked for copies o such studies in data request JMR 33-1. The response 

term Treasuries? 

included studies which indicated, a higher intercept than what the CAPM predicted, that is, 

a zero beta asset with a higher re uired return than Treasury bills. However, unlike Staffs 

I 

h 
'I 

1 
CAPM analysis, the CAPM te f! ts used short-term Treasury bills and raw (unadjusted) 

I 

betas. Dr. Zepp has not provid d evidence that the results of CAPM studies which use 

short-term Treasury bills and raw betas can be appropriately applied to a CAPM 

application such as Staffs that uses intermediate-term Treasury notes, which generally 

have higher returns than T-bills,l and Value Line betas that are adjusted towards 1 .O, which 

increase the required returns fo low beta stocks such as utilities. In other words, Staffs 

CAPM analysis already producbs required returns higher than what the original CAPM 
4 

would produce. I 
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Dr. Zepp’s Testimony on Baa Corporate Bond Rates 

Q* 

A. 

Q. 
A. 

In Section of V of his testimo \ Dr. Zepp makes some general observations about 

financial conditions and foreca ts that “provide perspective about the cost of equity 

now faced by Arizona-Americz/nn Dr. Zepp states that “with the exception of 2000, 

interest rates for Baa corporatl bonds are forecasted to be higher than they were in 

II 
1 

every year since 1996.” (See di ect testimony Thomas M. Zepp. p. 21 at 14 - 16.) Is 

his statement relevant? 

No, his statement is not relevant. 1 Staff demonstrated how bad professional analysts are at 

predicting future interest rates, d time has shown the interest rate forecasts Dr. Zepp 

relies on to be incorrect and not helpful information for estimating required returns on 

equity. 1 I 

an 
! 

Can Staff provide a more infor ative and factual perspective on the cost of capital? 

Yes. Interest rates for Baa corp rate bonds are lower than they were in every year since 

1967. The following graph proddes a more infornative and factual perspective: 
I 
I 

‘ A  

1 2Qm 

Baa-rated utility bonds have pelformed in the same manner. Interest rates for Baa rated 

utility bonds are lower than theylwere in every year since 1967. See the following graph: 
I 
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Schedule JMR-20 shows actual baa corporate and utility bond yields for 1967 to 2003. 

These low Baa bond yields are c nsistent with the currently low costs of capital. 
I 

i 
Financial Risk Adjustment I 
Q. 
A. 

Q. 

A. 

Does Staff necessarily disagree with Dr. Zepp’s financial risk adjustment? 

NO, Staff does not theoretically Jisagree with Dr. Zepp’s final recommendation of 60 basis 

points. However, compared to taff s capital structure adjustment of 50 basis points, Dr. 

Zepp’s “conservative” recomme 4 dation is actually too large. 

Is Staff’s method of calculatidg the capital structure adjustment more appropriate 

than Dr. Zepp’s method? ~ 

I 
Yes. The basis of Dr. Zepp’sl methodology was set forth by Franco Modigliani and 

Merton Miller (“W’) in the 1 50’s. Staffs approach uses the methodology developed 

which 
9 

subsequently by Professor 

incorporates the MM capital 

generally used to estimate 

Hamada of the University of Chicago, 

theories with the CAPM. The Hamada equation is 

has on a stock’s beta!6 

46 Radcliffe, Robert C. Investment Concepts, Amlvsis. and Stratem. 1982. Scott, Foresman and Company. 
Glenview, Ill. p. 525. 
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because they wash out of 

Theory (“MPT”). This concept 

ideas in finance.47 In 1990 the 

I Business Risk I 

divefsified portfolios. This is known as Modem Portfolio 

has been characterized as one of the six most important 

hobel Prize in Economic Sciences was awarded to Harry 

Q- 

A. 

In Section IV of his testimony r. Zepp cites additional so-called business risks that 

he claims increase Arizona- merican’s cost of equity (See direct testimony of 

Thomas M. Zepp. Pp. 17 - 21.j Would investors require higher returns for these so- 

called business risks? 

No. Rational investors would 

?, 4 
.b t require higher returns for such unique factors as the 

federal government’s of the arsenic drinking water standard and the 

est year. Below, Staff deals with each of these so-called 

that they do not, or have not been shown to, affect 

Commission’s use of a 

business risk factors 

the cost of equity. 

~ €PA Requirements i 

Q- 

A. 

Brealey, Richard, Stewart C. Myers, Alan J. Y arcus. Fundammtals of Corporate Finance. 1995. McGraw-Hill. 47 

New York. pp. 664-665. 
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Markowitz, Merton Miller, and William Sharpe for their contribution to MPT and the 

CAPM. 

Q. 
A. 

Q. 
A. 

What are the implications of thk EPA requirements for Arizona-American? 

The EPA requirements mean tha at some point in the fbture, Arizona-American will have 

to add rate base. However, thislgrowth in the Company’s assets is quite simply growth, 

not risk. I 
1 

Has the Commission agreed wi h Staff on this issue? 

Yes. 

following: 

It 
In Decision No. 64282, dated December 28, 2001, the Commission said the 

We do not agree with +e Company’s proposal to assign a risk 
premium to Arizona Water based on ... the United States 
Environmental Protectioh Agency’s (“EPA”) proposed revision to 
the arsenic drinking wat4 standards. 

With respect to the E ~ A ’ s  standards, we note that all water 
companies will be affected by the new rules and we do not believe 
that the arsenic standard4 should be used to attach a higher level of 
risk to Arizona Water. ~ 

The Commission should make t$e same finding in this case. 

Historical Test Year I 

Q. On page 20 of his testimony Dk. Zepp asserts that Arizona-American faces more risk 

than the utilities in his sample because it has rates based on an historical test year, 

with limited ability to make p st-test-year adjustments. Is equity risk related to test 0 
year conventions? I 
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A. 

Q* 

A. 

Q* 

A. 

No. The test year convention d es not affect risk. A test year is simply the vehicle to 

determine average costs and tarif 1 s. Business risk is mainly related to consumption, which 

is independent of the test year co a vention. 

Has the Commission ever granted an equity premium to account for its use of a 

historical test year? I 
No. To my knowledge, the Com/nission has never granted a ROE premium to account for 

its use of a historical test year. 

account for a historical test year 

Commission should not grant an equity premium to 

Even if Staff did not make posf test-year adjustments, would the use of an historical 

test year affect Arizona-Amerik's cost of equity? 

No. The relevant risk meawe of any asset, including Arizona-American's common 

equity, is its covariance with t market portfolio?* Dr. Zepp has failed to show any 

correlation between the use of 4 historical test year and the market portfolio. Therefore, 

even if Staff did not make reasoiable post test year adjustments, the use of a historical test 

year would not affect Ari~ona-knerican~s systematic risk, the only form of risk relevant 

7 

to the cost of equity. Dr. Zep b essentially proposes that the Commission give excess 
I 

profit to every company its sets Sates for, at the expense of Arizona consumers. 

Dr. Zepp's Testimony on the Marketito-Book Ratio 

Q. On pages 29 through 32 of hi direct testimony Dr. Zepp rebuts testimony you gave 

in a previous proceeding" in f which you stated that the financial implication of a 
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A. 

Q* 

A. 

market-to-book ratio greater t an 1.0 is that investors expect the utility to earn book 

returns on equity greater than d its cost of equity. Dr. Zepp characterizes the above 

implication as a “naive arithmdtic model” and offers several reasons for the market- 

to-book ratio of a regulated util i ty to be above 1.0. Please comment. 

As I stated in the testimony cite (1 by Dr. Zepp and in Section III of this testimony, rate 

orders do not force market-to-b ok ratios to 1.0 for a variety of reasons. However, the 

fact that market-to-book ratios f r regulated companies may be above 1.0 for any of the 9 
reasons cited previously does no 1 , mean that this basic proposition in finance is wrong. In 

the article cited in footnote 42, Professor Booth recognizes different reasons for the 

market-to-book ratio of a regulatkd utility to be above 1 .O. Professor Booth also states the 

following: 

I 
Theoretically, there is n question whatsoever that a market-to- 
book ratio of 1-50 indicat i s that the [cost of equity] is less than the 
[allowed rate of return on equity], we have never even come across 
a company witness who would disagree with that proposition?’ 
(emphasis added) 

Does inclusion of the stock financing (vs) growth term in your DCF analysis make 

the market-to-book ratio issue boot? 

Yes. Staff included the vs grow/h term in its intrinsic growth rate calculation to account 

for the assumption that the aver,, market-to-book ratio for the sample water companies 

is expected to remain above 1 .O. ~ 

50 Professor Booth is a colleague of Myron who has been characterized in this testimony as the father of 
modem DCF analysis. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

i Direct Testimony of Joel M. Reiker 
Docket Nos. WS-01303A-02-0867 et seq 
Page 63 

I Earnings Requirement I 

Q* 

A. 

Q. 

A. 

Q. 

A. 

What is Dr. Zepp’s recommen ation regarding the rate base to which the ROR is 

Dr. Zepp recommends that the R R be multiplied by the current value of the Company’s 

property, i.e., its reproduction c k st, to determine earnings, rather than multiplying the 

ROR by the OCRB and solving for a ROR that, when applied to the reproduction cost, 

produces the same dollar level of ,earnings. 

applied? I 

If Dr. Zepp’s recommendatiod was adopted would the Company and its investors 

receive a windfall gain? 

Yes. Because Arizona-Americ ’s reproduction cost new rate base (“RCNREV’) is greater 

than its OCRB, applying the m ket-based ROR to the RCNRB to determine eamhgs 

provides the Company and its $vestors with a windfall gain at the expense of Arizona 

consumers. I 

I 

4 r 
I 

On pages 10 and 11 of his tkstimony Dr. Zepp recognizes that the value of the 

RCNRN could be less than th 4 value of the OCRB. If Arizona-American’s RCNRB 

was smaller than its OCRB land the market-based ROR was multiplied by the 

RCNRB to determine earnings, would the Company expect to earn its cost of capital 

on its investment? 

No. If Dr. Zepp’s recommend tion was adopted and the RCNRB was smaller than the 

OClU3, the Company would ex ect to earn less than the cost of capital on its investment. 

attraction standard when the RC /dRB is smaller than the OCRB?l 

i 

Dr. Zepp’s recommendation is I confiscatory and violates the widely accepted capital 

I 
51 Myers, Stewart C. “The Application of Finan e Theory to Public Utility Rate Cases.” BeIl Journal ofEconomics 
andManagernent Science. Spring 1972. p. 80. 
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Q. 

A. 

Q. 

A. 

Q. 

Can you give an example demonstrating why OCRB should be used to determine the 

~ earnings requirement? l 

Yes. Here is a simple example th t reveds the fallacy of Dr. Zepp’s argument: Assume a 

rate base of $100 that is entirely anced with debt at a cost of 5.0 percent. The OCRB is 

$100 and the company’s cost of/ capital/ROR is 5.0 percent. Applying the 5.0 percent 

ROR to the $100 OCRB yields e $5 in earnings the company needs to repay its debt - 

no less and no more. However, ‘ f a  RCNRB were determined, through whatever means, 

and that RCNRB were $200, th n the company would be granted $10 (5.0% times the 

$200 RCNRB) in rates to cover i s cost of capital, or twice its need. This is surely unfair 

to ratepayers. If the RCNRB happened to be $50 then the company would be granted 

$2.50 (5.0% times the $50 RPNRB). This is surely unfair to the company. Only the 

I + 
1 
k 
t 

I 

OCRB yields the correct eamingq. 

l earnings. 

On page 30 of his testimony D . Zepp states “...the Arizona courts require rates and 

revenue requirements to be b sed on the fair value of the utility’s property at the 

time of inquiry, not an OC R$ Thus, it is clear that in Arizona, at least, investors 

4 
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A. 

Q. 

A. 

should expect that market pricbs for shares of common stock for utilities that have a 

[fair value rate base] that is la ger than the OCRB to exceed book values even if the 

utility is earning no more than T ts cost of equity.” Do you agree? 

No. All else equal, if a utility is lxpected to earn a book return on equity no more than its 

cost of equity, investors should Apt expect the market price of that utility’s common stock 

I 

to exceed book value - even if it earnings were determined by multiplying the ROR by a 

RCNRB that was greater than its OCRB. Theoretically, rational investors have no reason 

to drive the price of a utility’s st ck above book value if they expect that utility to earn a 

book retum on equity no more than its cost of equity, regardless of how earnings are 

determined. 

1 Q 
If Arizona-American’s RCNRb was smaller than its OCRB and the market-based 

ROR was multiplied by the &NRB to determine earnings, would the Company 

expect to be able to maintain it$ credit? 

No. For a utility to expect to kaintain its credit there must be a relationship between 

corporate earning power and the annual revenue requirement imposed by fixed charges on 

the outstanding securities that were used to finance the OCRB.~~ If a utility’s earnings 
1 

were determined by 

OCRB, the utility would be 

securities used to finance the 

credit. 

ROR by a RCNRB that was less than its 

to expect to pay fixed charges on the outstanding 

The utility would thus, be unable to maintain its 

Dr. Zepp correctly notes that un er his recommendation prices paid by ratepayers may be 

lower when the RCNRB is lesg than the OCRB, but fails to recognize that the utility 
(I 

52 Bonbright, James C., Albert L. Danielsen, an David R. Kamerschen. Princides of Public Utilitv Rates. Public 
Utilities Reports. Arlington, VA. 1988. pp. 22 4 - 226. 
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Q* 

A. 

Q. 

A. 

would not expect to earn the cobt of capital on its investment, and would be unable to 

maintain its credit. I 

Does Dr. Zepp make the sade recommendation for other Arkcon- class A wat 

utilities? I 
r 

No. On August 14,2002, Dr. Z pp filed testimony in Docket No. W-01445A-02-0619 h 

which he recommends a ROE to 1 be used in setting rates for Arizona Water Company. He 

does not recommend that ROE be applied to the reproduction cost of Arizona Water’s 

f 

assets even though Arizona Wat I r benefits from the same Arizona Constitution and court 
I decisions as Arizona-American. I 

Does Dr. Zepp offer any soun economic reason for applying the market-based ROR 

to the RCNRB of a regulated vtility to determine its earnings requirement? 

No, Dr. Zepp does not offer 

4 
y kind of economic reasoning or theory to support the 

application of a market-based R, t R to the RCNRE3 to determine the earnings requirement 
I 

of a regulated utility. On pages 11 and 12 of his testimony Dr. Zepp states that he is not 

an attorney and does not inte d to present a legal opinion. Nevertheless, Dr. Zepp’s 

argument is based entirely on hi legal interpretation of the Arizona Constitution and court 
4 
6 

decisions. ~ 

VII. CONCLUSION ~ 

Q. Please summarize your recom 

A. Staff recommends the Commis ion adopt a 9.7 percent ROE, a 4.61 percent cost of debt, 

and a 6.6 percent ROR. Staff 1 ecommends that the ROR be multiplied by the OCRB to 

determine the earnings require nh , ent. Staff recommends the Commission give little weight 
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to the testimony of the Cornpan~/'s witness Dr. Thomas Zepp. Staff disagrees with his 

methods and his estimates are not ,representative i of current costs of equity. 

Q. 
A. 

Does this conclude your direct tbstimony? 

Yes, it does. 
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E X E C U T ~ E  SUMMARY 
ARIZONA-AMERIC WATER COMPANY, INC. 

DOCKET NO. et al. 

I will appear on behalf of the Utilities Division Staff and will testify concerning Staffs 
position and recommendation 
Havasu and Mohave Water Districts’ 
engineering evaluation. Summaries 

zona-American Water Company, Inc. - Tubac, 
for a permanent rate increase in the area of the 
and recommendations are: 

1. 

2. 

3. 

4. 

5 .  

6.  

7. 

8. 

9. 

10. 

11. 

12. 

Non-account Water - Tubac 

System Analysis - Tubac has adequate capacity to serve the customer base. 
I 

Arizona Department of Environmental Quality (ADEQ) Compliance Status - ADEQ has 
determined that Tubac’s system is cudrently delivering water that meets the water quality 
standards required by Arizona Administrative Code, Title 18, Chapter 4. 

water loss of 7.1%. 

Water Testinn Cost - Staff recommen s the adoption of Tubac’s annual water testing 
cost of $1,420. 

Arsenic - Tubac has arsenic concen ations exceeding the new Maximum Contaminant 
Level (“MCL”) of 10 parts per billio 1 (“ppb”) and is currently evaluating its options to 
achieve the new MCL. i 

Arizona Department of Water Resdwces (“ADWR”) Compliance Status - Tubac is 
located within the Santa Cruz Active’ Management Area (“AMA”) and is in compliance 
with its AMA requirements. 

Arizona Corporation Commission IVACC’’) Compliance Status - Tubac has no 
outstanding ACC compliance issues. ~ 

Reproduction Cost New V‘RCN”) - $taff recommends that Tubac’s RCN value not be 
accepted for purposes of setting rates In this proceeding. 

Post-Test Year Plant - Staff has co firmed that Tubac’s post-test year plant items for 
Account Nos. 311 and 331 were in ervice before December 31, 2002 and finds these 
plant items to be used and useful fioq an engineering perspective. 1 
Depreciation Rates - Staff 
proceeding. 

that Tubac’s depreciation rates be used for this 

Service Line and Meter Installation1 Charges - Staff recommends the acceptance of 
Tubac’s proposed Service Line and Meter Installation Charges, except for the 2-inch 
meter size. For the 2-inch size, Staff ecommends adopting a charge of “At cost”. 

Curtailment Plan Tariff - Staff r e c o w d s  that Tubac file a curtailment plan tariff 
within 90 days after the effective date  of an order issued in this proceeding. 
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13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

25. 

Havasu $Vater District 
Non-account Water - Havasu has a water loss of 14.2% which is not within 

upon the date an order is issued in 
file semi-annual reports within 30 
with the Director of the Utilities 

sold and water loss percentage 
for each month during that 6-month eriod. If the reduction of water loss to less than 
10% cannot be achieved, Havasu sha 1 submit to the Director of the Utilities Division a 
plan which outlines the procedures, s eps, and time frames to achieve acceptable water 
losses. This plan shall be submitted ithin 18 months after the effective date of an order 

the acceptable limits. Staff 
this proceeding, Havasu 
days after the end of 
Division, indicating 

i 
W 

issued in this proceeding. I 

System Analysis - Havasu has adequate capacity to serve the customer base. 

ADEO Compliance Status - ADEQ has determined that Havasu’s system is currently 
delivering water that meets the  water quality standards required by Arizona 
Administrative Code, Title 18, Chaptek 4. 

Water Testing Cost - Staff recommen s the adoption of its estimated annual water testing 
cost of $3,356. 

Arsenic - Havasu has arsenic concen rations exceeding the new MCL of 10 ppb and is 
currently evaluating its options to achi k ve the new MCL. 

ADWR Compliance Status - Havasu i$ not located in any AMA. 

ACC Compliance Status - Havasu has~no outstanding ACC compliance issues. 

Reproduction Cost New - Staff recorhends that Havasu’s RCN value not be accepted 
for purposes of setting rates in this prdceeding. 

Post-Test Year Plant - Staff has con rmed that Havasu’s post-test year plant items for 
Account Nos. 304, 330 and 331 weT in service before December 31, 2002 and finds 
these plant items to be used and useful; from an engineering perspective. 

fi 

Depreciation Rates - Staff recommends that Havasu’s depreciation rates be used for this 
proceeding. I 
Service Line and Meter  installation^ Charges - Staff recommends the acceptance of 
Havasu’s proposed Service Line  and^ Meter Installation Charges, except for the 2-inch 
meter size. For the 2-inch size, Staff rbcommends adopting a charge of “At cost”. 

Curtailment Plan Tariff - Staff recobends  that Havasu file a curtailment plan tariff 
within 90 days after the effective date bf an order issued in this proceeding. 

Mohave Water District 
Non-account Water - Three of the 
account water loss of 10% or 
upon the date an order is 

Mohave Water District’s water system have non- 
d are not within the acceptable limits. 
proceeding, these high water loss water systems 

Effective 
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Service Line and Meter Installation 
Mohave’s proposed Service Line anc. 
meter size. For the 2-inch size, Staff 

26. 

27. 

28. 

29. 

30. 

31. 

32. 

33. 

34. 

35. 

36. 

Charges - Staff recommends the acceptance of 
Meter Installation Charges, except for the 2-inch 

recommends adopting a charge of “At cost”. 

should monitor and file semi-annual reports within 30 days after the end of each 6-month 
period for one year, with the Director of the Utilities Division, indicating the quantity of 
water pumped, gallons sold and wa er loss percentage for each month during that 6- 
month period. If the reduction of water loss to less than 10% cannot be achieved, 
Mohave Water District shall submit tb the Director of the Utilities Division plans which 
outline the procedures, steps, and timk frames to achieve acceptable water losses. These 
plans shall be submitted within 18 onths after the effective date of an order issued in 

t 

this proceeding. m 
System Analysis - Four of the five ater systems have adequate capacity to serve the 
customer base. One system, Rio is a consecutive system and therefore has no 
pumping facilities. 

ADEQ Compliance Status - ADE has determined that all five of Mohave Water 
District’s systems are currently deliv, 1 ring water that meets the water quality standards 
required by Arizona Administrative Cpde, Title 18, Chapter 4. 

Water Testing Cost - Staff reco ends its estimated annual water testing cost of 
$19,410 be adopted. mm 
Arsenic - All water systems have senic concentrations of 10 ppb or less and are 
currently meeting the new MCL. 

ADWR Compliance Status - This Wa{er District is not located in any AMA. 

ACC Compliance Status - This Wdter District has no outstanding ACC compliance 
issues. 

Reproduction Cost New - Staff reco 
be accepted for purposes of setting 

ends that Mohave Water District’s RCN value not 
in this proceeding. 

Post-Test Year Plant - With the exc tion of one project, Staff has confirmed that the 
Mohave Water District’s post-test ye t r plant items for Account Nos. 304 (partial), 3 1 1, 
320 and 330 were in service before december 3 1,2002 and finds these plant items to be 
used and useful from an engineering derspective. 

Depreciation Rates - Staff 
be used for t h s  proceeding. 

s that Mohave Water District’s depreciation rates 

Curtailment Plan Tariff - Staff reco&ends Mohave Water District file curtailment plan 
tariffs for all its systems within 90 d&s after the effective date of an order issued in this 
proceeding. ~ 
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service studies and investigative 

action and provide technical 

I. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q* 
A. 

Q. 
A. 

reports; interpret rules and regulations; suggest corrective 

recommendations on water and wastewater system 

I have analyzed approximately 

By whom and in what  position^ are you employed? 

I am employed by the Arizona~ Corporation Commission (“Commission”) as a Utilities 

Engineer - Watermastewater fo/ the Utilities Division. 

350 companies in various areas for the Utilities Division. 

How long have you been employed by the Commission? 

I have been employed by the Coinmission since November 1987. 

Have you previously testified efore this Commission? 

Yes, I have testified in 38 dings before this Commission. 



! 
8 
1 
I 
I 
1 
I 
c 
I 
I 

I 
t 
I 
I 
I 
I 
I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17  

18 

1s 

2c 

21 

22 

23 

24 

25 

Docket Nos. WS-01303A-02-0867, et a . 
Direct Testimony of Marlin Scott, Jr. 

Page 2 I 
Q. 
A. 

Q. 
A. 

Q. 
A. 

11. 

Q. 
A. 

Q. 
A. 

What is your educational b a c F d ?  

I graduated from Northern Ariz na University in 1984 with a Bachelor of Science degree 

in Civil Engineering Technolog !. 
Briefly describe your pertinent work experience. 

Prior to my employment with the Commission, I was Assistant Engineer for the City of 

Winslow, Arizona, for about kvo years. Prior to that, I was a Civil Engineering 

Technician with the U. S. Publi Health Service in Winslow for approximately six years. 

I 

C 
Please state your professional 

I am a member of the Natignal Association of Regulatory Utility Commissioners 

(,‘NmUc”) staff subco-ittek on Water. 

embership, registrations, and licenses. t 

What was your assignment in I his rate proceeding? 

PURPOSE OF TESTIMONY 

My assignment was to provi e the Utilities Division Staffs (“Staff’) engineering 

evaluations of the Arizona-Am rican Water Company, Inc. (“Az-Am”) - Tubac, Havasu 

and Mohave Water District operptions. ;1 
What is the purpose of your te timony in this proceeding? 

To present the findings of Staffs 1 engineering evaluations of the Az-Am - Tubac, Havasu 

and Mohave Water District ope 1 ations. Those findings are contained in my Engineering 

Reports that I have prepared 

MSJ-1, MSJ-2 and MSJ-3 in 

this proceeding. These reports are included as Exhibits 

direct testimony. 
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111. 

Q. 

A. 

Q. 

A. 

Would you briefly describe w at was involved in preparing the Engineering Reports 

ENGINEERING REPORTS 

for the water operations in thi rate proceeding? 

AAer reviewing Az-Am’s rate ipplications, I physically inspected the water systems to 

evaluate their operations and to1 determine which plant items were or were not used and 

useful. I contacted the Arizona Department of Environmental Quality C‘ADEQ’), Arizona 

Department of Water Resource (“ADWR”) and the Commission’s Compliance Section 

Unit to determine if Az-Am wgs in compliance with ADEQ, ADWR and Commission 

h 

5 

s 

regulations. I obtained informa, t ion from Az-Am regarding water usage, water testing, 

Reproduction Cost New plant 

Based on this data, I made Staffs evaluations and prepared Staffs Engineering Reports. 

d post-test year plant and analyzed that information. I.1 

Please describe the informatio contained in the Engineering Reports, Exhibit MSJ- 

1, Exhibit MSJ-2 and Exhibit hSJ-3. 

Exhibit MSJ-1 and Exhibit MSJ-2 are the Engineering Reports for the Tubac and Havasu 

Water Districts’ operation, respectively, and are divided into 11 sections: A) Location of 

System; B) Description of W later System; C) Water Use; D) Growth; E) Arizona 

Department of Environmental (&.lit y Compliance; F) Arizona Department of Water 

Resources Compliance; G) 1 Arizona Corporation Commission Compliance; H) 

Reproduction Cost New and Ori inal Cost; I) Post-Test Year Plant; J) Depreciation Rates; 

and K) Other Issues. Tubac and~Havasu each have one water system. 

U 

I 

Exhibit MSJ-3 is the Engineerin Report for the Mohave Water District’s operation and is 

divided into three main sections’: 1) Purpose of Report; 2) Discussions, and 3) Summary. 

I further subdivided the Discusspons section into 11 subsections: A) Location of System; 

B) Description of Water System; C) Water Use; D) Growth; E) Arizona Department of 

P 
I 
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Environmental Quality Compliance; F) Arizona Department of Water Resources 

Compliance; G) Arizona Corplration Commission Compliance; H) Reproduction Cost 

New and Original Cost; I) Po t-Test Year Plant; J) Depreciation Rates; and K) Other 

Issues. The Mohave Water D i s p t  consists of five independent water systems; 1) Camp 

Mohave, 2) Lake Mohave Highlands, 3) Desert Foothills, 4) Rio Vista Ranches, and 5) 

Mohave Water - Main. I 

I 

E 
I 

Q. 
A. 

Please provide a brief description of each Water District’s operation. 

distribution system serving an alerage of 490 customers during the test year. 

Tubac’s operation consists o f t  h ee well sites, a storage tank/booster station site, and a 

Havasu’s operation consists of five well sites, storage tank/booster station sites, and a 

distribution system serving l,l8? customers at the end of the test year. 

The Mohave Water District conpists of five independent water systems with operations as 

follows: I 

The Camp Mohave Systkm has a system having one pumping site consisting of a 
well, storage tank, p e p i n g  facilities, and a distribution system serving 
approximately 98 custorjers. 

The Lake Mohave Hidlands System has a system having three pumping sites 
consisting of three well two storage tanks, pumping facilities, and a distribution 
system serving approxiqately 164 customers. ? 

The Desert Foothills 
two wells, one 
approximately 

has a system having two pumping sites consisting of 
pumping facilities, and a distribution system serving 

The Rio Vista Ranches ystem is a consecutive water system to Bermuda Water 
Company and has no w 1 11, storage or pumping facilities. This system only has a 
distribution system servibg approximately 37 customers. 
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5) The Mohave Water - 
booster station sites, 
customer/units. 

System consists of seven wells, 12 storage tanks, two 
a distribution system serving approximately 16,905 

IV. 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Q. 
A. 

REPRODUCTION COST NE ANALYSIS 

What is a Reproduction Cost Phew Study? 

A Reproduction Cost New (..R&) Study is a valuation study which estimates the cost of 

reproducing the utility’s existi g capital plant items. Trend factors @.e., inflatiodcost 

indexes), such as those publishqd by Handy-Whitman, are applied to the original cost of 

the plant to estimate its value to ay. The trend factors used vary depending on the type of 

plant, the year the plant was installed and by geographical regions. 

1” 

n 
d 

Did Az-Am submit a RCN Stu y? 

&-Am submitted an RCN “Asset Listing” for the year ending December 3 1, 2001. This 

RCN reported the following Ori inal Cost (“OC”) plant-in-service values: 

d 
RCN 

$3,476,815 Tubac $11993,115 

Havasu $11989,979 $3,163,440 

Mohave $22,821,781 $36,364,361 

Water District 4 
I 

What is Staffs position concekning the RCN Study which was submitted by Az-Am 

in this proceeding? 

Staff has evaluated the RCN Tubac, Havasu, and Mohave and recommends that the 

e purpose of setting rates in this proceeding. RCN values not be accepted 

Why has Staff taken that 

Staff has many reasons, 
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1. The Az-Am RCNs are  no more than “asset listings” that lists all the past and 

present assets of the utility, even if an asset item is retired, abandoned or no longer 
exists. If an RCN is to be considered, the RCN should be a “valuation study” to 
reproduce, replace or reconstruct existing physical properties (actual plant that is 
used and usehl). ~ 

Example #1: Staff identibed Tubac’s Well Site #1 to be abandoned. 

Example #2: Staff identibed Havasu’s Well Site #1 to be abandoned, Well #2 to be 
retired, and Well #6 as no longer existing. 

Example #3: Staff idenjified six Mohave sites that contained plant items which 
were retired andor abahdoned. Az-Am could not cross-reference their location 
codes to these sites. Th 
treated appropriately an 

Staff cannot verify if plant items at these sites were 
from the RCN. 

2. The Az-Am RCNs have incomplete Plant Descriptions and Quantities. 

Example #4: Havasu’s €$ant Description for storage tanks provided by Az-Am did 
not correlate with info4ation presented in the RCN Asset Listing (different size 
and quantity of storage t w s  were reported). 

Example #5:  Mohave had 105 asset listing items shown as “Unidentified”, 
“Interest Privile” or “ b e  ’. Through Data Requests, Az-Am provided partial 
plant description for 84 asset items but the remaining 21 items were still 
“Unidentified”. Therefore, the RCN is incomplete. 

Example #6: The RCN did not provide the “Quantities” for a majority of plant 
items. In fact, some o I these plant items showed quantities of “0” which could 
mean no plant items ex& for the asset listing item. This is just another factor that 
makes the RCN questionable with regard to its accuracy. 

3. The Handy-Whitman Fa tors were not used properly. A composite index number 
was used for all plant a 1 counts. The actual Handy-mtman Index numbers are 
arranged to follow the classification of the National Association of Regulatory 

regions. I 

Utility Commissioners ( 1 ‘NARUC”) Account numbers and differ by geographcal 

4. All Az-Am’s plant ite s were trended using their composite Handy-Whitman 
Factor. Handy-Whitman is used to trend cost for utility construction and should 
not be used for plant iterhs like Office Furniture, Computer, Transportation, Stores, 
Tools, and Communicatipn Equipment. 

m 

5. Az-Am trended the OC values for Accounts in Organization, Franchises, and Land 
& Land Rights. These Accounts should not be trended in RCN Studies. 



1 
2 
3 
4 

5 

6 

7 

8 

9 

10 

11 
12 
13 
14 
15 
16 
17 
18 
19 

2c 

21 

22 

23 

24 

25 

26 

27 

28 

2s 

3c 

Direct Testimony of Marlin Scott, Jr. 
Docket Nos. WS-01303A-02-0867, et . 

I 

Page 7 3 
6 .  Az-Am added corporate loverhead to the asset items in a haphazard fashion without 

identification which rndes it impossible to perform an accurate RCN. 

7. No contributed plant was identified or removed from the plant-in-service base. 

Q. 
A. 

V. 

Q. 
A. 

Why didn’t Staff amend or reyise the RCNs submitted by Az-Am? 

a. 

b. 

A properly prepared RCN Stud begins with a complete inventory of the plant-in-service 

that is used and useful. The ap ropriate trend factors are then applied to reproduce each 

plant item at today’s cost. The CN is only valid if the person preparing the study knows 

precisely what the plant item is so that the appropriate trend factor is applied. In order to 

conduct a RCN study, the follo ing information needs to be provided: t 
T 

Complete and accurat plant descriptions for the plant-in-service for each 
independent system the year the plant was installed. Such plant would 
include wells, hydrants, storage tanks, pressure tanks, mains, 
meters, treatment equip ent, structures, etc. 

Verification of plant brand names, size and quantities. 

A, discussed above, Staff f o d d  the methodology and data for the Az-Am RCN t be 

irreparably flawed. To preparei a RCN from a zero base starting place for a company as 

large and complex as this, woul d be beyond the resources of Staff. Moreover, it is the sole 

responsibility of the company, f i t  wishes the consideration of an RCN in a rate making 

proceeding, to prepare and pres4nt a valid and understandable study. 
I 

CONCLUSIONS 

Based upon your testimony, w 

After my engineering 

Districts’ operation, and recommendations: 

are Staff’s conclusions and recommendations? 

- Tubac, Havasu and Mohave Water 
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TUBAC WATER DISTRICT 
~ 

Conclusions i 

A. 

B. 

C. 

D. 

E. 

F. 

G. 

Tubac has a non-account water loss of 7.1% which is within acceptable limits. 

The Tubac system has ddequate well and storage capacities to serve the customer 
base. I 

ADEQ has determined at Tubac’s system, PWS #12-001, is currently delivering 
water that meets the quality standards required by Arizona Administrative 
Code, Title 18, 

Because Tubac has arsdnic concentrations of 30 parts per billon (“ppb”) and 36 
ppb for Wells #2 and # 
achieve the new 
is not asking for 

Tubac is currently evaluating its options to 
Level (“MCL”) of 10 ppb. Tubac 

in this proceeding. 

Tubac is located within 
in compliance with the W A ’ s  reporting and conservation requirements. 

e Santa Cruz Active Management Area (“AMA”) and is iih 
I 

Tubac has no outstandink Commission compliance issues. 

Staff has confirmed that  the Tubac post-test year plant items for Account Nos. 3 1 1 
and 331 were in  service^ before December 31, 2002 and finds these plant items to 
be used and useful from b engineering perspective. 

Recommendations i 

1. Staff recommends the adoption of Tubac’s annual water testing cost of $1,420. 

2. Staff has evaluated Tubac’s Reproduction Cost New (“RCN”) Asset Listing and 
recommends that its vaue not be accepted for purposes of setting rates in this 1 
proceeding. ~ 

3. Staff recommends that Tbbac’s depreciation rates be used for this proceeding. 

4. Staff recommends the a/cceptance of Tubac’s proposed Service Line and Meter 
Installation Charges, ex ept for the 2-inch meter size. For the 2-inch size, Staff 
recommends adopting a F harge of “At cost”. 
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5.  Staff recommends that Tubac file a curtailment plan tariff within 90 days after the 
effective date of an ordet issued in this proceeding. 

HAVASU IWATER DISTRICT 

Conclusions ~ 

A. 

B. 

C. 

D. 

E. 

F. 

The Havasu water syst m has adequate well and storage capacities to serve the 
customer base. 

ADEQ has determined tAat Havasu’s system, PWS #08-015, is currently delivering 
water that meets the walfer quality standards required by Arizona Administrative 
Code, Title 18, Chapter 4. 

Because Havasu has ardenic concentrations of 18 ppb at both Wells #8 and #9, 
Havasu is currently evaliuating its options to achieve the new arsenic MCL of 10 
ppb. Havasu is not asking for any arsenic removal cost recovery in this proceeding. 

Havasu is not located &thin any AMA, therefore, is not subject to any AMA’s 
reporting and conservation requirements. 

Havasu has no outstanding Commission compliance issues. 

Staff has confirmed tha the Havasu post-test year plant items for Account Nos. 
304, 330 and 331 were ip service before December 31, 2002 and finds these plant 
items to be used and useful from an engineering perspective. 

9 
I 

Recommendations I 

1. Havasu’s water system as a non-account water loss of 14.2% which is not within 

issued in this proceeding, Havasu should monitor its system and file semi-annual 
reports withm 30 days a er the end of each 6-month period for one year, with the 
Director of the Utilities ivision, indicating the quantity of water pumped, gallons 
sold and water loss perc 1 ntage for each month during that 6-month period. If the 
reduction of water loss tb less than 10% cannot be achieved, Havasu shall submit 
to the Director of the Utilities Division a plan which outlines the procedures, steps, 
and time frames to acceptable water losses. This plan shall be submitted 
within 18 months 

the acceptable limits. Si 1 aff recommends that effective upon the date an order is 

date of an order issued in this proceeding. 

2. Water testing expenses &e based upon participation in the ADEQ MAP. Annual 
testing expenses should $e adjusted to $3,356. 
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3. Staff has evaluated Havksu’s RCN Asset Listing and recommends that its values 
not be accepted for purpbses of setting rates in this proceeding. 

4. Staff recommends that Havasu’s depreciation rates be used for this proceeding. 

Staff recommends the ceptance of Havasu’s proposed Service Line and Meter 
Installation Charges, exqept for the 2-inch meter size. For the 2-inch size, Staff 
recommends adopting a /charge of “At cost”. 

9 5. 

6 .  Staff recommends that Gavasu file a curtailment plan tariff within 90 days after the 
effective date of an ordet issued in this proceeding. 

MOHAVE WATER DISTRICT 

Conclusions 

Camp Mohave System 

A. Camp Mohave has a nob-account water loss of 4.7% which is within acceptable 
I limits. I 

B. The Camp Mohave systbm has adequate well and storage capacities to serve the 
customer base. I 

C. ADEQ has determined at the Camp Mohave system, PWS #08-037, is currently 
delivering water that the water quality standards required by Arizona 
Administrative Code, 

D. Camp Mohave indicated its arsenic level for Well #2 is less than 3 ppb. Based on 
this arsenic concentratio n , Camp Mohave is currently meeting the new MCL. 

Lake Mohave Highlands Systdm 

E. The Lake Mohave Highhands system has adequate well and storage capacities to 
serve the customer base. 1 

F. ADEQ has determined t at the Lake Mohave Highlands system, PWS #08-062, is 
currently delivering wa 1 er that meets the water quality standards required by 
Arizona Administrative Q=ode, Title 18, Chapter 4. 
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G. Lake Mohave Highland indicated its arsenic levels for Wells #1 and #2 to be both 
at 1 ppb. Based on t d ese arsenic concentrations, Lake Mohave Highlands is 
currently meeting the new MCL. 

Desert Foothills System ~ 

H. The Desert Foothills sydtem has adequate well and storage capacities to serve the 
customer base . I 

I. ADEQ has determined that the Desert Foothills system, PWS #08-137, is currently 
delivering water that eets the water quality standards required by Arizona 
Administrative Code, 18, Chapter 4. 

J. Desert Foothills indicatekl its arsenic level for Well #2 to be 8.3 ppb. Based on this 
arsenic concentration, DLsert Foothills is currently meeting the new MCL. 

Rio Vista Ranches System ~ 

K. 

L. 

M. 

N. 

Rio Vista Ranches is 

determined. 

water system to Bermuda Water Company 
therefore, the water loss cannot be (“Bermuda”) and has 

Rio Vista Ranches is a~consecutive water system to Bermuda and has no well, 
storage or pumping facilities. 

ADEQ has determined that the Rio Vista Ranches system, PWS #08-333, is 

Arizona Administrativelode, Title 18, Chapter 4. 
currently delivering w t er that meets the water quality standards required by 

Since Rio Vista Ranchek receives its source supply from Bermuda, Bermuda has 
indicated their arsenic levels from their wells serving Rio Vista Ranches range 
from 1 ppb to 5 ppb. Bhsed on these arsenic concentrations, Rio Vista Ranches is 
currently meeting the neb  MCL. 

Mohave Water - Main  system^ 

0. The Mohave Water - 
serve the customer base. 

ain system has adequate well and storage capacities to 
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P. ADEQ has determined that the Mohave Water - Main system, PWS #08-032, is 
currently delivering w 
Arizona Title 18, Chapter 4. 

that meets the water quality standards required by 

Q. Mohave Water - Main iddicated its arsenic levels for all its six wells have levels of 
4 ppb or less. Based 
currently meeting the 

these arsenic concentrations, Mohave Water - Main is 

R. 

S. 

The Mohave Water Dishct is not located in any Active Management Area. 

The Mohave Water District has no outstanding Commission compliance issues. 

Recommendations 

Camp Mohave System 

1. Water testing expenses . e based upon participation in the ADEQ MAP. Annual 
testing expenses should f , e adjusted to $682. 

Lake Mohave Highlands Systtjm 

2. Lake Mohave 
within the 

has a non-account water loss of 29.5% which is not 
its. Staff recommends that effective upon the date an 

Lake Mohave Highlands should monitor its 
within 30 days after the end of each 6-month 

of the Utilities Division, indicating the 
and water loss percentage for each month 

of water loss to less than 10% cannot 
be achieved, Lake Mohdve Highlands shall submit to the Director of the Utilities 
Division a plan which outlines the procedures, steps, and time frames to achieve 
acceptable water losses. This plan shall be submitted within 18 months after the 
effective date of an orde issued in this proceeding. 

3. Water testing expenses &e based upon participation in the ADEQ MAP. Annual 
testing expenses should de adjusted to $718. 
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Desert Foothills System I 

Desert Foothills has a water loss of 12.2% which is not within the 

in this proceeding, Desert Foothills should monitor its system and file semi-annual 

Director of the 
sold and water loss percentage for each month during that 6-month period. If the 
reduction of water loss 
submit to the 

shall be submitted with$ 18 months after the effective date of an order issued in 
this proceeding. I 

acceptable limits. 

reports within 30 days 

that effective upon the date an order is issued 

the end of each 6-month period for one year, with the 
indicating the quantity of water pumped, gallons 

than 10% cannot be acheved, Desert Foothills shall 
Utilities Division a plan which outlines the 

procedures, to achieve acceptable water losses. This plan 

4. 

5. Water testing expenses dire based upon participation in the ADEQ MAP. Annual 
testing expenses should $e adjusted to $1,174. 

Rio Vista Ranches System ~ 

6. Water testing expenses) are based upon non-participation in the ADEQ MAP. 
Annual testing expenses lshould be adjusted to $246. 

Mohave Water - Main System 

7. Mohave Water - Main hbs a non-account water loss of 19.3% which is not within 
the acceptable limits. Staff recommends that effective upon the date an order is 
issued in this proceeding, Mohave Water - Main should monitor its systems and 
file semi-annual reports 
one year, with the Dire 
water pumped, gallons 
6-month period. If the 
Mohave Water - Main 
which outlines the 
losses. This plan 
order issued in this procqeding. 

30 days after the end of each 6-month period for 
the Utilities Division, indicating the quantity of 
water loss percentage for each month during that 
of water loss to less than 10% cannot be achieved, 

to the Director of the Utilities Division a plan 
and time frames to achieve acceptable water 

18 months after the effective date of an 

8. Water testing expenses 
Annual testing expenses 

based upon non-participation in the ADEQ MAP. 
be adjusted to $16,590. 

9. Staff has evaluated 
that its value not be 

Water District's RCN Asset Listing and recommends 
for purposes of setting rates in this proceeding. 



I 
1 
I 
I 
1 
I 
‘ I  
11 
I 

I1  

11 I 

I 
I 
I 
I 
I 
1 
I 

I 

Does this conclude your direcd 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

16 

17 

18 

testimony? 

Direct Testimony of Marlin Scott, Jr. i 
Docket Nos. WS-01303A-02-0867, et a!!. 
Page 14 

10. 

11. 

12. 

13. 

With the exception of ne project at $72,240, Staff has confirmed that Mohave 
t year plant items for Account Nos. 304 (partial), 3 11, 320 
before December 31, 2002 and finds these plant items to 

Water District’s 
and 330 were in 
be used and useful from I.. engineering perspective. 

Staff recommends that Mohave Water District’s depreciation rates be used for this 
proceeding. ~ 

Staff recommends the 
Line and Meter 
inch size, Staff 

of Mohave Water District’s proposed Service 
except for the 2-inch meter size. 
a charge of “At cost”. 

For the 2- 

Staff recommends that 
its systems within 90 
proceeding. ~ 

ohave Water District file curtailment plan tariffs for all 
after the effective date of an order issued in this 

Q. 
A. Yes, it does. 





2. Staff has evaluated Tubac’s Repr 
recommends that its value not be acc 
(See Section H, page 11 .) 

3. taff recommends that Tubac’s depr 
oceeding. (See Section J, page 13.: 

4. Staff recommends the acceptance 
Installation Charges, except for th 
recommends adopting a charge of “A 

Staff recommends that Tubac file 
effective date of an order issued in th 
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AZ AM- TUBAC DISTRICT 
System Schematic 

palo Parado Pumping Plant: 
50,000 gal. storage tank 
Two 5-Hp booster pumps & one gas booster p 
5,000 gal. & 2,000 gallon pressure tanks 

deep 

Distribution System 
b 

Well #3: 
12” casing x 204’ deep 
20-Hp vert. @ 180 GPM 
5,000 gal. surge tank 

7 I 

I 
Distribution System 

t 
Well #2: 

12” casing x 140’ deep 
40-Hp vert. @ 300 GPM 
5,000 gal. surge tank 

lT 
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Account No. 

301 
3 02 
303 

310 
311 
312 
313 
3 14 

320 
32 1 
323 
325 
326 

328.10 

330 
33 1 
332 

340 
34 1 
342 

I 

Depreciable Plant Rate 

i 
~ ! 0% 

Miscellaneous Tqitangibles I 0% 

Intangible 
Organization , 
Franchises I 0% 

I 

Wells and Sprin s i: 

i 
I 0% ! 2.40% 

i 0% 
i 3.08% 

I 0% 

t 

Pumping I 
i 0% 
i 

1 4.24% 
I 

Structures and 
Water Treatme 

Structures and 



I 
I 397 , CommunicationlEquipment 

















Table 6. Equ 

e 



I 
I 
I 
I 
1 
I 
I 
I 

JOSHUAVALLEY UTILITY COMPANY 

KATHERINE RESORT WATER COMPANY 

LAGOON ESTATES WATER COMPANY. INC 

LAKE IUNIPER WATER COMPAN\', INC 

LITLBFIBLD WATER COMPANY 

MESQUITE FARMSTEAD WATER ASSOCIATION 

MT TIPTON WATER COMPANY, INC 

NORTH YOHAVE VALLEYCORPORATION 

OATMAN WATER COMPANY. LLC 

STIRLING WATER COMPANY 

SUNRISE VISTAS UTILITIES COMPANY 

SUNSET WATER COMPANY 

BEAVER DAM WATER COMPANY, INC 

BERMUDA WATER COMPANY, INC ' 
BIAS1 WATER COMPANY, INC. 1 TRUXTON CANYON WATER COMPANY, I N C  

CERBAT WATER COMPANY VALLEY PIONEERS WATER COMPANY. INC 

DOUBLER WATER DISTRIBUTORS, VlRClN MOUNTAIN UTIUTIBS COMPANY 

PORT MOHAVE INDIAN TRIBE WALNUT CREEK WATER COMPANY, INC 

WHITE HILLS WATER COMPANY, INC 

WILLOW VALLEYWATER COMPANY, INC 

YUCCA WATER ASSOCIATION, INC 

HATCH VALLEYWATERCOMPANY 

HO-TYE WATER COMPANY 



I 
I 
1 
1 
1 
I 
I 



I 

Distribut 

Well #7: 
10” casing x 150’ deep 

Gas chlorine 
20-Hp sub. @, 550 GPM 

n System 

BoosteI 
125,0( 
25/25 
10 OO( 

HAVASU WA 
System Schematic 

ge tank 
;er pumps 
ure tank 

Well #8: 
8” casing x 420’ deep 

Gas chlorine 
250,000 gal. storage tank 
15/15/50 Hp booster pumps 
10,000 gal. pressure tank 
Gas chlorine 7- 

790’ deep - Capped 

15-Hp Sub. @ 100 GPM 

F 
i Well #9 (New): 

)tation #@I: 
gal. storage tank 

p booster pumps 
;allon pressure tank 

Well #4 Construction well): 
10” casing x 245’ deep 
5-Hp sub. @ 75 GPM 

Well #3: 
8” casing x 160’ deep 

Gas chlonne 
100,000 gal. storage tank 
30125125 Hp booster pumps 
8,000 gal. pressure tank 

8” casing x 150’ deep 
30-Hp sub. @ 175 GPM 

15-Hp Sub. @, 250 GPM 

Well #5: 
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Non-Account Water 

Division, indicating the quantity of waterdpumped, gallons sold and water loss percentage 
for each month during that 6-month period. 







COMPLIANCE 

water. 

A check with the Utilities Division CornJliance Unit showed no outstanding compliance 
issues for Havasu. 

I 
I 

H. REPRODUCTION COST NEW (RCN) AND OFUGINAL COST (OC) 

that is used and useful). 
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i I. POST-TEST YEAR PLANT 

I 

project cost amounts as follows: 

Acct. No. Description 

$212,200 $194,278 



Table B. Wat4r Depreciation Rates 
i 
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I 
i 

Account No. 

301 
302 
303 

3 10 
311 
3 12 
313 
3 14 

320 
32 1 
323 
325 
326 

328.10 

330 
33 1 
332 

340 
341 
342 
343 
344 

1 Dedreciable Plant , Rate 

Intangible 1 : 
I 0% 

0% 
1 0% 
! 
j 

~ 

Organization 
Franchises 
Miscellaneous 4tangibles 

Source of Suppky 1 
Land and Land k g h t s  1 0% 

Lakes, Rivers, dther Intakes s 0% 

Structures and +provements % 2.79% 
Collecting and bpounding Res. ' 2.54% 

Wells and Sprinbs ! 2.54% 
i 

Gas Engine w p i n g  Equipment 

1 
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1 
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345 
346 
348 
349 

389 
3 90 
391 

391.10 
3 92 
3 93 
3 94 
3 95 
3 96 
3 97 
398 

Meters I 

Other Transmission & Distribution 

I 

Hydrants ~ 

I 
h 
Land and Land 4 g h t s  
Structures and qprovements 
Office Furniture land Equipment 
Computer E q u i p k t  
Transportation EDuipment 
Stores Equipme t 
Tools, Shop and parage n 
Laboratory 

2.89% 
3.52% 

0% 
0% 

0% 
2.03% 
4.10% 
4.10% 
25.00% 
3.93% 
7.55% 
3.06% 
9.23% 
4.10% 
6.19% 
P 



A curtailment plan tan 
resources during periods of shortages ( 

unforeseeable events. Since Havasu does 
provides an opportune time to prepare : 
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(www.cc.state.az.us/utility) or available ul 
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i EXHIBIT 3ISJ-3 

Engineering Report for Arizona-American 
vater  Company (Mohave Water District) 

docket No. WS-01303A-02-0869 (Rates) 

qy:  Marlin Scott, Jr. 
i Utilities Engineer 

dugnst 26,2003 

The Arizona-American Water Company -Mo ave Water District consists of five water systems; 

Vista Ranches System, and 5) Mohave Water C Main System. 
1) Camp Mohave System, 2) Lake Mohave Highlands 1 System, 3) Desert Foothills System, 4) Rlo 

Camp Mohave System i 

A. Camp Mohave has a non-account water loss of 4.7% which is within acceptable limits. 
(See Section C, page 18.) 

B. The Camp Mohave system has adequ te well and storage capacities to serve the customer 4 base. (See Section Cy page 19.) i 

C. The Arizona Department of Enviro ental Quality (“ADEQ”) has determined that the 

quality standards required by Arizo a Administrative Code, Title 18, Chapter 4. (See 
Section E, page 19.) 

Camp Mohave system, PWS #08-03 T is currently delivering water that meets the water 

7 
D. Camp Mohave indicated its arsenic ‘level for Well #2 is less than 3 parts per billon 

(“ppb”). Based on this arsenic concedtration, Camp Mohave is currently meeting the new 
arsenic level. (See Section E, page 20.) 

Lake Mohave Highlands Svstem ~ 

I 
I 

E. The Lake Mohave system has adequate well and storage capacities to serve the customer 
base. (See Section Cy page 25.) I 

F. ADEQ has determined that the Mohave system, PWS $08-062, is currently 
delivering water that meets quality standards required by Arizona 
Administrative Code, Title 18, Section E, page 26.) 
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Az-Am Water Company - Mohave Water Dis lrict 
August 26,2003 
Page 2 f 
G. Lake Mohave indicated its arsenic lev&ls for Wells #1 and #2 to be both at 1 ppb. Based 

(See Section E, page 26.) 
on these arsenic concentrations, Lake is currently meeting the new arsenic level. 

I 

~ 

Desert Foothills Svstem 

H. The Desert Foothills system has ad quate well and storage capacities to serve the 
customer base. (See Section C, page 

I. ADEQ has determined that the Desbrt Foothills system, PWS #08-137, is currently 
delivering water that meets the !water quality standards required by Arizona 
Administrative Code, Title 18, Chaptei 4. [See Section E, page 3 1 .) 

J. Desert Foothills indicated its  arsenic^ level for Well #2 to be 8.3 ppb. Based on thls 
arsenic concentration, Desert Foothiilk is currently meeting the new arsenic level. (See 
Section E, page 32.) , 

I 

i Rio Vista Ranches System I 

K. 

L. 

M. 

N. 

Rio Vista is a consecutive water systkm to Bermuda Water Company (“Bermuda”) and 
has no master-meter; therefore, the +ater loss cannot be determined. (See Section C, 
page 3 5 .) I 

Rio Vista is a consecutive water syste to Bermuda and has no well, storage or pumping 
facilities. (See Section C, page 35.) m 
ADEQ has determined that the Rio Vista system, PWS #08-333, is currently delivering 
water that meets the water quality standards required by Anzona Administrative Code, 
Title 18, Chapter 4. (See Section E, p&e 36.) 

Since Rio Vista receives its source dupply from Bermuda, Bermuda has indicated that 
their arsenic levels from their wells s Irving Rio Vista range from 1 ppb to 5 ppb. Based 
on these arsenic concentrations, Iclo I Vista is currently meeting the new arsenic level. 
(See Section E, page 36.) 

& .  . 

I I 

Itlohave Water - Main Svstem I 

0. The Mohave Main system has adequ te well and storage capacities to serve the customer 
base. (See Section C, page 43.) al ~ 

P. ADEQ has determined that the Ivl have Main system, PWS #08-032, is currently 
delivering water that meets the quality standards required by Anzona 
Administrative Code, Title 18, Chap(& 4. (See Section E, page 44.) 
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Q. 

R. 

S. 

Mohave Main indicated its arsenic levkls for all its six wells have levels of 4 ppb or less. 
Based on these arsenic concentrations, JMohave Main is currently meeting the new arsenic 
level. (See Section E, page 46.) 

I 

The Mohave Water District is not locaked in any Active Management Area. (See Section 
I;, page 46.) I 

The Mohave Water District has n 
compliance issues. (See Section G, pa P e 46.) 

outstanding Arizona Corporation Commission 

I 

i 
RECORIMENDATIONS 

Camp Mohave Svstem I 
1. Water testing expenses are based up0 participation in the ADEQ Monitoring Assistance 

Program. Annual testing expenses uld be adjusted to $682 as described in Table CM- 
A. (See Section E, page 19.) 

I 

Lake Mohave Highlands System I 

2. Lake Mohave has a non-account wath loss of 29.5% which is not within the acceptable 
limits. Staff recommends that effdctive upon the date an order is issued in h s  
proceeding, Lake Mohave should rno tor its system and file semi-annual reports within 
30 days after the end of each 6-rno~th period for one year, with the Director of the 
Utilities Division, indicating the qu tity of water pumped, gallons sold and water loss 
percentage for each month during tha 6-month period. If the reduction of water loss to 
less than 10% cannot be achieved, ake Mohave shall submit to the Director of the 
Utilities Division a plan which outlin s the procedures, steps, and time frames to achieve 
acceptable water losses. This plan sh ‘i 11 be submitted within 18 months after the effective 
date of an order issued in this proceedjng. (See Section C, page 25.) 

hr 

3.  Water testing expenses are based upon participation in the D E Q  MAP. Annual testing 
expenses should be adjusted to $718 1s described in Table LM-A. (See Section E, page 
26.) I 

i 
i Desert Foothills Svstem 

4. Desert Foothills has a non-account water loss of 12.2% which is not within the acceptable 
limits. Staff recommends that efflctive upon the date an order is issued in this 
proceeding, Desert Foothills should monitor its system and file semi-annual reports 
within 30 days after the end of each 6 month period for one year, with the Director of the 
Utilities Division, indicating the quaitity of water pumped, gallons sold and water loss 
percentase for each month during thqk 6-month period. If the reduction of water loss to 
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less than 10% cannot be achieved, 
Utilities Division a plan which 
acceptable water losses. This 
date of an order issued in this 

Foothills shall submit to the Director of the 
procedures, steps, and time frames to achieve 
submitted within 18 months after the effective 

Section C, page 30.) 

5.  Water testing expenses are based upon participation in the ADEQ MAP. Annual testing 
expenses should be adjusted to $1,174 as described in Table DF-A. (See Section E, page 

I 31.) i 

Rio Vista Ranches System i 

6. Water testing expenses are based up’ n non-participation in the ADEQ MAP.  Annual 
testing expenses should be adjusted t4$246 as described in Table RV-A. (See Section E, 
page 36.) ~ 

I Mohave Water - Main System i 

7. 

8. 

9. 

10. 

11. 

Mohave Main has a non-account wat$r loss of 19.3% which is not within the acceptable 
limits. Staff recommends that effFctive upon the date an order is issued in this 
proceeding, Mohave Main should mo itor its system and file semi-annual reports within 
30 days after the end of each 6-motnth penod for one year, with the Director of the 
Utilities Division, indicating the quahtity of water pumped, gallons sold and water loss 
percentage for each month during that 6-month period. If the reduction of water loss to 
less than 10% cannot be achieved, Mohave Main shall submit to the Director of the 
Utilities Division a plan which outlines the procedures, steps, and time frames to achieve 
acceptable water losses. This plan shbil be submitted within 18 months after the effective 
date of an order issued in this proceedng. (See Section C, page 43 .) 

P .  

Water testing expenses are based uion non-participation in the ADEQ MAP. Annual 
testing expenses should be adjusted to $16,590 as described in Table MM-A. (See 
Section E, page 44.) 

I , 

Staff has evaluated Mohave’s 
recommends that its value not be 
(See Section H, page 46.) 

Cost New (“RCN”) Asset Listing and 
of setting rates in this proceeding. 

With the exception of one project at ~$72,240, Staff has confirmed that the post-test year 
plant items for Account Nos. 304 @a,rtial), 3 11, 320 and 330 were in service before 
December 3 1 , 2002 and finds these ant items to be used and useful fiom an engineering 
perspective. (See Section I, page 47. 

Staff recommends that Mohave’s debreciation rates delineated in Table MM-B be used 
for this proceeding. (See Section J, pkze 38.) 

m I 
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13. Staff recommends that Mohave file 

days after the effective date of an order 
51.) 

12. Staff recommends the acceptance f Mohave's proposed Service Line and Meter 
Installation Charges, except for the Q 2-inch meter size. For the 2-inch size, Staff 
recommends adopting a charge of "At  cost". (See Section K.1, page 50.) 

Curtailment Plan Tariffs for each system within 90 
issued in this proceeding. (See Section K.2, page 
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This engineering report was 
Water Company - Mohave 
each water utility system; 

filed by Arizona-American 
provide descriptions of 

agencies, and 
any other information which would impact then- ability to provide service to existing or future 
customers. Mohave consists of the following, five water systems: 

MOHAVE WATER DISTRICT - Bulhead City Area 

1. 
2. 
3. Desert Foothills System, PWSI#O8-137 
4. 
5 .  

Camp Mohave System, PWS #08-037 
Lake Mohave Highlands Syst+, PWS #08-062 

Rio Vista Ranches System, PWS #08-333 
Mohave Water - Main Systed, PWS #08-032 

This report will have an outline as follows,  with each water system being discussed separately 
using the following format: ~ 

A. 
B. 
C. 
D. 
E. 
F. 
G. 
H. 
I. 
J. 
K. 

LOCATION OF SYSTEM ~ 

DESCRPTION OF SYSTEi 
WATER USE M 
GROWTH ~ 

ADEQ COMPLIANCE 1 
ADWRCOMPLIANCE ~ 

ACC COMPLIANCE , 
REPRODUCTION COST d W  AND ORIGINAL COST EVALUATION 
POST-TEST YEAR PLANT 1 
DEPRECIATION RATES i 
OTHERS i 
1. Service Line and Meter Inktallation Charges 
2. Curtailment Plan Tariff ~ 

Mohave was field inspected on March 24 - 27, 2003, by Marlin Scott, Jr., Staff Utilities 
Engineer, in the accompaniment of Madk I Clark, Operations Manager and Dave Evans, 
Operations Superintendent, for Mohave. 

Figure 1 shows the location of Mohave within Mohave County and Figure 2 shows the four 
certificated areas totaling 26-112 square-rnilds. 

, 
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Figure 1. q o h a v e  County Map 
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DISCUSSIONS 

CAMP hf OHA VE is YSTEM, P WS #08-03 7 

A. LOCATION OF SYSTEM I 

The Camp Mohave System (“Camp Mohdve”) serves a portion of southern Bullhead City, 
Mohave County, with a 1/2 square-mile otf certificated area. 

B. DESCRIPTION OF SYSTEM 1 
Camp Mohave has a system having one umping site consisting of a well, storage tank, 
pumping facilities and a distribution sys em serving approximately 98 customers. This 
system is also interconnected with Bermyda Water Company. A schematic of this system 
process is shown in Figure CM-1. Detail d plant facilities are: 

Table Ch-1. Well Data 

P 
1 

r (Nbt-in-Service) ~ 

Well Information 

Table CM-2. S~torage & Booster Plant 
I 
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CLmp Mohave System 

Well #I (N-i-S) 

T 

Pumuine Site: i 
Well #1: Not-in-bervice 
Well #2: 8”x3121 wl20-Hp sub. @ 500 gpm 
Sand trap filter ~ 

250,000 gal. stadage tank 
Two 15-Hp & t4o 40-Hp booster pumps 
5,000 gal. presslire tank 
Gas  chlorination^ 
Diesel generator1 

Distribution 
System 

! 

Figure CM-1. System Schematic 

Table Cd-3.  Water Mains 

I Grouped w/ Mohave Water - Main System. 

Table CM-k. Customer Meters 
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Table CM15. Fire Hydrants 
I 

I 

C. WATER USE ~ 

I 
I 
I 
I 
1 
I 
‘ I  
I 
I 
I 
I 
I 
I 

Water Sold 

Based on the information provided by camp Mohave, water use for the year 2002 is 
presented below. Customer consumpti n included a high monthly water use of 1,090 

in August and a low monthly water use of 455 gallons per day 
GPD per connection in annual use of 652 GPD per connection. 

Figure dM-2. Water Use 

Non-Account Water 

Camp Mohave reported 23,130,000 pumped and 22,040,000 gallons, resulting in 
a water loss of 4.7%. Non-account be 10% or less. 
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I Svstem Analysis I 

~ The water system's current well capacity of 500 gallons per minute (''GPM,) and storage 
capacity of 250,000 gallons is adequate t d serve the present customer base and reasonable 
growth. 

D. GROWTH I 

See the Mohave Water - Main System sebtion of this report. 

E. ARIZONA DEPARTMENT OF ENPRONMENTAL QUALITY (ADEQ) 

I 
COMPLIANCE I 

i Compliance I 

I 

ADEQ has determined that the Camp1 Mohave system, PWS #08-037, is curently 

Administrative Code, Title 18, Chapter 41 
delivering water that meets the w a ter quality standards required by Arizona 

Water Testing Expense 

Camp Mohave is subject to mandatoky participation in the Monitoring Assistance 
Program ("MAP"). Starting January 1, '002, water companies paid a fixed $250 per year 

participation in MAP. Participation in tge MAP program is mandatory for water systems, 
which serve less than 10,000 persons (apbroximately 3,300 service connections). 

fee, plus an additional fee of $2.07 per,service ? connection, regardless of meter size for 

Camp Mohave reported its water testin4 expense within the management fees during the 
test year. Table CM-A shows Staff's estimated annual monitoring expense with 
participation in the MAP. Water testing expenses should be adjusted to the annual 
expense amount shown in Table CM-A, bvhich is $682. 

1 

I 

Table CM-A. Water Testing Cost 

36 $612 $204 

240 M A P  MAP MAP 
1 
1 

I Phase I1 and V: 

Total coliform - monthly 

Inorganics - Priority Pollutants 
1 Radiochemical - per 4 years $fAp MAP MA4P MAP 
I 

I 
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, , 
i Nitrate - annual q25 3 $75 325 ~ 

Asbestos - per 9 years MAP MAP MAP MAP 1 
Nitnte - once per period d A P  MAP MAP 1 M-AP 

I 
MAP - IOCS, SOCS, & VOCS dAP MAP MAP 1 3411 
I 

I 

I I. POST-TEST YEAR PLANT 

See the Mohave Water - Main System sbction of this report. 
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i 
~ 

Note: ADEQ’s MAP invoick for the 2003 Calendar Year was $41 1.46. 

Arsenic ~ 

The U.S. Environmental Protection gency has reduced the arsenic maximum 
contaminant level (“MCL”) in drinking c ater from 50 parts per billion (“ppb”) to 10 ppb. 
The date for compliance with the ne+ MCL is January 23, 2006. Camp Mohave 
indicated its arsenic level for its Well 42 to be less than 3 ppb. Based on this arsenic 
concentration, Camp Mohave is currently meeting the new arsenic MCL. 

F. ARIZONA DEPARTMENT OF WATER RESOURCES (ADWR) 
COMPLIANCE I 

See the Mohave Water - Main System s ction of this report. 4 
G. ARIZONA CORPORATION COdMISSION COMPLIAYCE 

See the Mohave Water -Main System sqction of this report. 
I 

H. REPRODUCTION COST NEW (4CN) AND ORIGINAL COST (OC) 
EVALUATION I 

See the Mohave Water - Main System section of this report. 
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J. DEPRECIATION RATES 

See the Mohave Water - Main System se 

K. OTHER ISSUES 

1. Service Line and Meter Installation 

See the Mohave Water - Main System si 

2. Curtailment Plan Tariff 

See the Mohave Water - Main System s 

listrict 

ion of this report. 

harges 

:ion of this report. 

tion of this report. 
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LAKE MOHA VE H I G H b N D S  SYSTEM, PWS #08-062 
I 

I 
A. LOCATION OF SYSTEM i 

The Lake Mohave Highlands System ({‘Lake Mohave”) serves a portion of northern 
Bullhead City, Mohave County, with a l/$ square-mile of certificated area. 

B. DESCRIPTION OF SYSTEM 1 
Lake Mohave has a system having threb pumping sites consisting of three wells, two 
storage tanks, pumping facilities and a idistribution system serving approximately 164 
customers. This system is also interkonnected with North Mohave Valley Water 
Company. A schematic of this system process is shown in Figure LM-1. Detailed plant 
facilities are: 

Table LP-1. Well Data 

Pegasus Well Well #2 
(East) Well Information 

Table LM-2. $orage & Booster Plant 

Booster TWO 5-Hp Upper Booster Sta. pumps 
Pressure tank 3,000 gallon I 

Fencing 50’ x 50’ I 
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I ! I I 1 Pegasus Well Storage1 tank 123,000 gallon i 
I I , I " - I/2-Hp 1 

i n I 

I 

I 

Table LA4-3. Water Mains 

Table LM-4. Customer Meters 

r 3l4-inch ~ 

1- inch 
Tdtal: 1 64 

Table Lq-5. Fire Hydrants 
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Lake 

\ 
Wellsite #I & #2: 

Well #I - 10” x 500’ wi 20-Hp sub. @. 150 GPM 
Well #I  - 8” x 505’ wl20-Hp sub. @. 150 GPM 
Gas chlorination 
100,000 gallon storage tank 
20-Hp & 25-Hp booster pumps 
10,000 gallon pressure tank 
Diesel generator \ 

Well #1 e‘ ‘ 
Figure LM. 

C. WATER USE 

Water Sold 

Based on the information provided b 
presented below. Customer consumptii 
per connection in August and a low n 
February for an average annual use of 3 

listrict 

ohave Highlands System 

Upper Booster Station: 
Two 5-Hp booster pumps 
3.000 s l l o n  storage tank 

I 

Distribution System 

\ Penasus Ranch Site: 
Well - 14” x 760’ (no pump- 

123,000 gallon storage tank 
TWO 25-Hp 62 7.5-Hp booster pump 

well for construction water) 

. System Schematic 

Lake Mohave, water use for the year 2002 is 
. included a high monthly water use of 380 GPD 
nthly water use of 220 GPD per connection in 
3 GPD per connection. 
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Fi-oure L/M-2. Water Use 

Non-Account Water 

Lake Mohave reported 23,627,000 galldns pumped and 16,665,000 gallons sold for the 

and never more the 15%. Staff review 
Lake Mohave and questioned why this1 system had a high water loss. Lake Mohave 

year 2002, resulting in a water loss of 2 .5%. Non-account water should be 10% or less 
the 2002 Water Use Data Sheet submitted by 

indicated that the construction water were not recorded. Therefore, Staff 
recommends that effective upon the d is issued in this proceeding, Lake 
Mohave should monitor its system and $le semi-annual reports within 30 days after the 
end of each 6-month period for one y$ar, with the Director of the Utilities Division, 
indicating the quantity of water pumped, gallons sold and water loss percentage for each 
month during that 6-month period. 

~ 

If the reduction of water loss to less th n 10% cannot be achieved, Lake Mohave shall 
a plan which outlines the procedures, submit to the Director of the Utilities 

steps, and time frames to achieve acceplable water losses. This plan shall be submitted 
within 18 months after the effective date’ i o  fan order issued in this proceeding. 

Svstem Analvsis 

The water system’s current well capacity of 300 GPM and storage capacity of 223,000 
gallons is adequate to serve the present ciustomer base and reasonable growth. 

D. GROWTH I 

See the Wfohave Water - Main System skction of this report. 
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E. ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY (ADEQ) 
COMPLIANCE I 

i 
I Compliance I 

ADEQ has determined that the Lake Mohave system, PWS #08-062, is currently 
delivering water that meets the w ter quality standards required by Arizona 
Administrative Code, Title 18, Chapter 

Water Testing Expense I 

Lake Mohave reported its water testing iexpensc within the management fees during the 
test year. Lake Mohave is subject to mandatory participation in the MAP. Table LM-A 
shows Staffs estimated annual monitoridg expense with participation in the MAP. Water 
testing expenses should be adjusted to tde annual expense amount shown in Table LM-A, 
whch is $718. I 

Table LM-A/. Water Testing Cost 

Total coliform - monthly $17 36 $612 $204 1 
Inorganics - Priority Pollutants $240 MAP MAP 
Radiochemical - Der 4 vears MAP MAP MAP MAP 

11 Phase II and V: I I  I I I 

1 Nitrite - once per period I hAP I MAP 1 MAP 1 MAP /I 
!I Asbestos - per 9 years I hAP I MAP I MAP I MAP ll 
I ! I  I I 

I Lead & Copper - per 3 years 1 ($25 1 5 $125 $42 I 
I 

Note: ADEQ’s MAP invoibe for the 2003 Calendar Year was $446.65. 

Arsenic I 

Lake Mohave indicated its arsenic levels for Wells #1 and #2 to be both at 1 ppb. Based 
on these arsenic concentrations, Lake w!ohave is currently meeting the new arsenic MCL. 
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F. ARIZONA DEPmTMENT OF W TER RESOURCES (ADWR) 
COMPLIANCE 

See the Mohave Water - Main System section of this report. 

G. ARIZONA CORPORATION COM~VIISSION COMPLIANCE 

See the Mohave Water - Main System sebtion of this report. 

H. REPRODUCTION COST NEW (R N) AND ORIGINAL COST (OC) 
EVALUATION F 
See the Mohave Water - Main System sdction of this report. 

I I. POST-TEST YEAR PLANT 

See the Mohave Water - Main System s@on of this report. 

J. DEPRECIATION RATES I 
See the Mohave Water - Main System s ction of this report. 

I 

~ 

K. OTHER ISSUES 

1. Service Line and Meter Installationl Charges 

See the Mohave Water - Main System s ction of this report. 1 
2. Curtailment Plan Tariff i 

I 

See the Mohave Water - Main System skction of this report. 
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Casing Size 
Casing Depth 
Pump Size 
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I 

1 5-inch 12-inch 
~ 1,212 ft. 1,060 ft. 

I 

1 10-Hp 1 00-Hp I 

DESERT FOOTHILLS SYSTEM, PWS #08-137 

Booster lpumps Three 10-Hp & one 25-Hp 1 
Pressude tank 5,000 gallon ! I 

Fending 230’ x 200’ j 
I I i 

A. LOCATION OF SYSTEM I 

The Desert Foothills System (“Desert fioothills”) serves a portion of eastern Bullhead 
City, Mohave County, and is located witdin the main 25 square-mile certificated area. 

I 
8. DESCRIPTION OF SYSTEM ~ 

Built in 1998, Desert Foothdls has a having two pumping sites consisting of two 
wells, one storage tank, and a distribution system serving 
approximately 218 this system process is shown in Figure 
DF-1. Detailed plant facilities are: 

Table dF-1. Well Data 

Pump Type jubmersible Submersible 
Pumr, Yield i 30 GPM 500 GPM I 

11 Wellhead meter I 6-inch I 
11 Treatment 1 Gab chlorination I Gas chlorination 1 
I Generator 1 hatural gas I Natural cas 1 

Table DF-2. Storage & Booster Plant 

Terrances B. Sta. Booster~pumps Two 10-Hp & one 40-Hp 
3.000 oallon 

1 1 1  Fending 70’ x 70’ 
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Dejert Foothills System 

Terrances Booster Station: 
Two IO-Hp SC 10-Hp booster pumps 
5,000 gal. pressure tank 

\ Distribution 
Srjtem 

Well #2: 12”x1,060’ w/ 100-Hp sub. @ 500 gprh 
500,000 gal. storage tank 
Gas chlonnation 
Three 1 0-Hp SC 2.5-Hp booster pumps 
5,000 gal. pressure tank 
Natural gas generator 

Figure DF-I,. System Schematic 

Table D$;-3. Water Mains 

Table DF-43.. Customer Meters 
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Table DF-b. Fire Hydrants 

C. WATER USE I 
Water Sold 

Based on the information provided by $esert Foothills, water use for the year 2002 is 
presented below. Customer consumptijn included a high monthly water use of 1,266 
GPD per connection in August and a low monthly water use of 504 GPD per connection 
in December for an average annual use of 837 GPD per connection. 

I 
I 
I 

Figure $F-2. Water Use 

Non-Account Water I 

Desert Foothills reported 84,374,000 ga lons pumped and 74,109,000 gallons sold for the 
year 2002, resulting in a water loss of 1 .2%. Non-account water should be 10% or less 
and never more the 15%. Staff review i d the 2002 Water Use Data Sheet submitted by 
Desert Foothills and questioned some o the monthly data, i.e., gallons sold is more than 
yl lons pumped. Therefore, Staff reco L mends that effective upon the date an order is 
issued in this proceeding, Desert Foothills should monitor its system and file semi-annual 
reports within 30 days after the end bf each 6-month period for one year, with the 



I . .  
I 
I 

Az-Am Water Company - Mohave WaterlDlstnct 
August 26,2003 
Page 31 

Director of the Utilities Division, indicating the quantity of water pumped, gallons sold 
and water loss percentage for each month lduring that 6-month period. 

If the reduction of water loss to less than( 10% cannot be achieved, Desert Foothills shall 
submit to the Director of the Utilities Tivision a plan which outlines the procedures, 
steps, and time frames to achieve accepttble water losses. T h s  plan shall be submitted 
withm 18 months after the effective date Of an order issued in this proceeding. 

I Svstem Analysis I 

The water system's current well capacid of 530 GPM and storage capacity of 500,000 
gallons is adequate to serve the present cdstomer base and reasonable growth. 

D. GROWTH I 

See the Mohave Water - Main System settion of th~s report. 

E. ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY (ADEQ) 
COMPLIANCE I 

I 
Compliance I 

ADEQ has determined that the  desert^ Foothills system, PWS #08-137, is currently 
delivering water that meets the w+ter quality standards required by Arizona 
Administrative Code, Title 18, Chapter 41 

I Water Testing Expense I 

Desert Foothills reported its water testing expense within the management fees during the 
test year. Desert Foothills is subject to andatory participation in the MAP. Table DF-A 
shows Staffs estimated annual monitori i g expense with participation in the MAP. Water 
testing expenses should be adjusted to tde annual expense amount shown in Table DF-A, 
which is $1,174. 

Table DF-AI Water Testing Cost 

(Tests per 3 years, unless 
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I I 1 Radiochemical - uer 4 Years MAP I M A P  I l W  I MAP 1 
I Phase II and V: 
1 

I 
Nibate - annual ' $5 3 I $75 $25 1 
Nitrite - once per period MAP MAP I MAP MAP j 

I I ll 
I I I I/ /I 

1 Asbestos - per 9 years 1 M A P  1 MAP 1 iMAP 1 MAP I 
1 I It I , /I 

1 MAP-IOCs,SOCs,&VOCs 1 M A P  I MAP 1 MAF 1 $658 /I 

Note: ADEQ's R/IM invoick for the 2003 Calendar Year was $657.79. 
1 

Arsenic 

Desert Foothills indicated its arsenic lebel for Well #2 to be 8.3 ppb. Based on this 
arsenic concentration, Desert Foothdls is ,xrrently meeting the new arsenic MCL. 

F. ARIZONA DEPARTMENT OF W TER RESOURCES (ADWR) 

COMPLIAVCE 4 
See the Mohave Water - Main System s&on of this report. 

G. ARIZONA CORPORATION COIVihlISSION COlclPLIANCE 

See the Mohave Water - Main System sdction of this report. 

H. REPRODUCTION COST NEW (ACN) AND ORIGINAL COST (OC) 
EVALUATION 

See the Mohave Water - Main System s&ction of this report. 

I. POST-TEST YEAR PLANT 
~ 

See the Mohave Water - Main System s$ction of this report. 

J. DEPRECIATION R4TES 

See the Mohave Water - Main System slction of this report. 
~ 
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K. OTHER ISSUES 

1. Service Line and Meter Installation 

See the Mohave Water - Main System s( 

2. Curtailment Plan Tariff 

See the Mohave Water - Main System SI 

I 
I 
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lU0 VISTA RANCH&!$ SYSTEM, PWS #OS-333 
I 
I 

A. LOCATION OF SYSTEM I 

The RIO Vista Ranches System (“Rio Vi ta”) is a consecutive water system to Bermuda 
Water Company and serves a subdivisian in southern Bullhead City, Mohave County, 
with a 1/2 square-mile of certificated area. 

6 

B. DESCRIPTION OF SYSTEM 

Since RIO Vista is a consecutive syste4, Rio Vista has no pumping facilities. This 
system only has a distribution system seding approximately 37 customers. Detailed plant 
facilities are: I 

I 

Table Rd-1. Water Mains 

Table RV- 1 . Customer Meters 

Table R4-3. Fire Hydrants 

m I 
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i 
C .  WATER USE ~ 

Water Sold 

Based on the information provided by Rd Vista, water use for the year 2002 is presented 
below. Customer consumption include a high monthly water use of 1,556 GPD per 
connection in July and a low monthly wa 4 er use of 369 GPD per connection in December 
for an average annual use of 773 GPD ped connection. 

Figure 4V-1. Water Use 

Non-Account Water ~ 

Rio Vista is a consecutive water system 10 Bermuda Water Company and has no master- 
meter; therefore, the water loss cannot bel determined. 

Svstem Analysis ~ 

Rio Vista is a consecutive water systed to Bermuda Water Company and has no well, 
storage or pumping facilities. 

I I 

I D. GROWTH 

See the Mohave Water - Main System sd,tion of this report 
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r I 
E. ARIZONA DEPUiTMENT OF EN IRONMENTAL QUALITY (ADEQ) 
COMPLIAIUCE P 
Compiiance I 

ADEQ has determined that the Rio Vist/a system, PWS #08-333, is currently delivering 

Title 18, Chapter 4. 
water that meets the water quality stan required by Anzona Administrative Code, 

I Water Testing Expense ~ 

Rio Vista reported its water testing expense within the management fees during the test 
year. Since Rio Vista is a consecutive water system to Bermuda Water Company, Rio 
Vista does not participate in the MAPI Table RV-A shows Staffs estimated annual 
monitoring expense without 
adjusted to the annual 

in the M A P .  Water testing expenses should be 
in Table RV-A, whch is $246. 

Table RV-AI Water Testing Cost 
I 

I 

Arsenic ~ 

Since B o  Vista is a consecutive water &stem to Bermuda Water Company and receives 
its source supply from Bermuda, Bermuda has indicated that their arsenic levels from 
their wells serving Rio Vista range fdom 1 ppb to 5 ppb. Based on these arsenic 
concentrations, Rio Vista is currently rndeting the new arsenic MCL. 

F. ARIZONA DEPARTMENT OF WhTER F@SOURCES (ADWR) 
COMPLIANCE 

See the Mohave Water - Main System shction of this report 
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G. ARIZONA CORPORATION COiM 

See the Mohave Water - Main System se 

H. REPRODUCTION COST NEW (R 
EVALUATION 

See the Mohave Water - Main System se 

I. POST-TEST YEAR PLANT 

See the Mohave Water - Main System sc 

J. DEPRECIATION M T E S  

See the Mohave Water - Main System sc 

K. OTHER ISSUES 

1. Service Line and Meter Installation 

See the Mohave Water - Main System s 

2. Curtailment Plan Tariff 

See the Mohave Water - Main System s 
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MOHA VE WA TER - AfAIN SYSTEM, P WS #08-032 

A. LOCATION OF SYSTERI I 
I 

The Mohave Water - Main System (“$lohave Main”) serves Bullhead City, Mohave 
County, with an approximate 25 square-+les of certificated area. 

B. DESCFUPTION OF SYSTEM 1 
The current operation of the water system consists of seven wells, 12 storage tanks, two 

customer/units. A schematic of 
plant facility listing follows: 

booster station sites, and a system serving approximately 16,905 
is shown as Figure MM-1. Detailed 

Table 9 - 1 - A .  Well Data 

Well Information 

Table Mh-1-B. Well Data 

Well Information 1 Big Well Ben Acdes #2 ~ 1 Well 16-1 1 Well 16-2 
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1 Pressure’ tank None 
Fencing (w/ wells) 100’ x 150’ 

River View Mall B.S. 

@ Big Ben Acres #1/#2 Storage tank 123,000 gallon 
Booster Two 50-Hp vertical I 8umps 

Storageltank 35,000 gallon 

Pressur4 tank 5,000 gallon 
Fencibg 40’ x 80’ 

Booster $xnps TWO 15-Hp & 50-Hp 

I b 

Booster ’pump 
Pressure tank 

Buildig 
Fencing (y/ well) 

I 

15-Hp 
None 

Chlorine storage, 8’ x IO’ 
100’ x 250’ 

Booster bumps None 

I 

Pressure tank None 
Builc.ing 

Fencing (4 well) 
Metal warehouse, 25’ x 40’ 

80’ x 300’ 
i- 

I 

! 

@ Well 24-1 Storag$ tank 1 .O MG 
Booster lpumps TWO 100-Hp VT 
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1 Larado 1 a m i t e  xorage 'anK ~uu,uvv yaiiun I 1' Silver Creek Tanksite Storage tank 300,000 gallon I 

Table MM13. Water Mains 

6-inches and over various 1,021,682 ft. 

+Note: Since Mohave did nok provide this information; this data was retrieved 
fiom the 1999 Annual Repod. 

4-inches and under vanous 

Table MM-4. Customer Meters 

18,217 ft. 

?/d-inrh 1 I /I 
1- inch 229 

1 - 1 /2-inch 15 
2-inch 259 

3-inch Turb. 25 

- 

3-inch Comp. 3 

I 

Tojtal: I 13,757 (I 

+Note: From 1999 Annual Report. 

Table MhA-5. Fire Hydrants 

1 1 1  (Owned by others.) , 
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River Bend 
a Well - . .  . .  

Xlj . .  . .  . .  
. .  . .  
i 2 j  
i :  . .  . .  

Figure MM 

C. WATER USE 

Water So id 

Based on the information provided b! 
presented below. Customer consumptic 
per connection in September and a low 
March for an average annual use of 355  

listrict 

~~ 

bIOHAVE WATER - MAN SYSTEA’I 

m Glen BS Silver Creek Tanksite 
300,000 pallons 

2 4 1  Well 

vel1 
4) 100-HpVT 1.900gpm 123,000 

35,000 5 )  Boater  Station 
6) 200-HpVT 2,375 p r n  I O  rrUl 

421,000 
7) 75-HpSub 600gpm I Om1 

250,000 
8) 75-HpVT 550gpm None 
9) 250-Hp VT 2.0COgpm I O  mil 
IO) Boater  Station 
11) 40-HpSub 3 5 0 g m  None 
12) 20-HpVT N-I-S 123,000 

:13) 7-liZ-HpVT N-IS None 
(14) D&!.E 500,000 
(15) 300,000 

200,000 

. System Schematic 

50/50-Hp Vt/None 
15115/50-HpiS.O~ gal. 
1511 5-HpMone 

15/15-Hp/5,000 gal 

None 
100/100-Hp~one 
15/1 5/ 100-Hp13.0oO gal 
None 
20/20-Hp VuBladder Well S 1 - S  
None Site N i - S  

Two Vt/lO,OOO 91 

Mohave Main, water use for the year 2002 is 
included a high monthly water use of 480 GPD 

ionthly water use of 267 GPD per connection in 
;PD per connection. 
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Figure &$I-2. Water Use 

Non-Account Water I 

Mohave Main reported 1,893,403,000 gailons pumped and 1,527,235,000 gallons sold for 
the year 2002, resulting in a water loss 19.3%. Non-account water should be 10% or 
less and never more than 15%. Staff the 2002 Water Use Data Sheet submitted 
by Mohave Main and questioned had a high water loss. Mohave Main 
indicated that the construction not recorded. Therefore, Staff 
recommends that effective upon the datk an order is issued in this proceeding, Mohave 
Main should monitor its system and file emi-annual reports within 30 days after the end 
of each 6-month period for one year, wit the Director of the Utilities Division, indicating 
the quantity of water pumped, gallons 4 old and water loss percentage for each month 
during that 6-month period. 

If the reduction of water loss to less th n 10% cannot be achieved, Mohave Main shall 
submit to the Director of the Utilities b ivision a plan which outlines the procedures, 
steps, and time frames to achieve acceptable water losses. This plan shall be submitted 
within 18 months after the effective date  of an order issued in this proceeding. 

System Analysis I 

The water system's current well capacity of 7,775 GPM and storage capacity of .4,9j5,000 
i 

gallons is adequate to serve the present cl 1 stomer base and reasonable growth. 
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I D. GROWTH 

Figure MM-3 details the customer 
of service connections was 
During the test year 2001, the Mohave hdd 16,905 customer/units and it is projected that 
this district could have approximately 18,jOO customedunits by 2007. 

using line= regression analysis. The number 
annual reports submitted to the Commission. 

Figure MM-4. Growth Projection 

E. ARIZONA DEPARTMENT OF ENyIRONMENTAL QUALITY (ADEQ) 
COiVlPLIANCE I 

ADEQ has determined that the Moh I ve Main system, PWS #08-032, is currently 

Compliance 

delivering water that meets the wbter quality standards required by Arizona 
Administrative Code, Title 18, Chapter 4,. 

Water Testing Expense I 

Mohave Main reported its water testing expense within the management fees during the 
test year. Since Mohave Main serves more than 10,000 persons, Mohave Main does not 

I 
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participate in the MAP. Table MM-h shows Staffs estimated annual monitoring 
expense and these expenses should be adjusted to the annual expense amount shown in 
Table MM-A, which is $16,590. 

I 

Table MM-4. Water Testing Cost 
I 

1 Total coliform - monthly I $17 1 1,440 I $24,480 1 $8,160 

horganics-Priority Pollutants 1 $240 1 6 I $1,440 1 $480 

Gross Alpha $55 6 $330 $83 

Radium 22 8 dl  10 6 $660 $165 

Radium 226 $80 6 $480 $120 

I Nitrate - annual I $25 1 30 I $750 I $250 

Nitrite - per 9 years $15 6 $90 $10 

Asbestos - per 9 years $160 6 $960 $107 

Inorganics - Ba, CN. F $36 6 $216 $72 
I 

/I VOC’S 1 d220 1 7 1 $1.540 I $513 

/I Pesticides/PCB’s/Unreg./SOC’s: 1 1 I I I 
11 EDB &DBCP 1 4160 1 6 1 $960 1 $320 

1 Group 1 - alachlor, etc. 1 4160 1 6 1 $960 1 $320 

I Group 2 - aldrin, etc. 1 4160 1 6 1 $960 1 5320 
I 

Group 3 - 2,4 - D, etc. J175 6 S 1,050 $350 

j Group 4 - Benzo(a)pyrene, etc. 350 6 $2,100 $700 

1 Group 5 - aldicarb, etc. 1 $280 1 6 1 $1,650 1 $560 

Trihalomethane 1 $150 7 $3,150 $1,050 

Glyphosate 1 $160 6 $960 $320 

// Endothall I $160 I 6 I 5960 1 $320 
~ ~ 

I 
~~ 

Diquat $160 6 I $960 $320 
I 

Dioxin $600 9 $5,400 $1,800 
I 1  I 1 I 

Lead & Copper - per 3 years 1 1s25 1 30 $750 $250 
I 1  I I 
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F. ARIZONA DEPARTMENT OF WqTER RESOURCES (ADWR) 
COMPLIAIYCE I 

Mohave is not located in any ADWR A tive Management Area. Mohave’s water source 
is supplied thou& wells that pump gro i dwater that is considered mainstream Colorado 
River water. This water is pumped p ~ s u a n t  to an agreement entitled, “Subcontract 
Between City of Bullhead City and &zona-American Water Company for Use of 
Colorado River Water”. The term of thk contract is not specifically defined. Under the 
contract, the volume of water subcontracled is based upon the amount of water reasonably 
and beneficially necessary to provide dater service to actual water service connections 
located within the contract area (Mohavd’s Bullhead City CC&N). 

G. ARIZONA CORPORATION COP@ISSION COMPLIANCE 

A check with the Utilities Division Codpliance Unit showed no outstanding compliance 
issues for the Mohave Water District. 

~ 

H. REPRODUCTION COST NEW (NCN) AND ORIGINAL COST (OC) 

- RCN 

Mohave submitted an RCN Asset Listi$g for the year ending December 3 1, 200 I .  This 
RCN reported an OC plant-in-service v lue of $22,82 1,78 1 and an RCN plant-in-service 
value of $36,364,361 for all five water 8; ystems. Staff has reviewed Mohave’s RCN and 
recommends that its cost values not b!e accepted for purposes of setting rates in this 
proceeding for the following reasons: 

1. The RCN submitted by Mohbve is no more than an “asset listing” that lists all 
the assets of the utility even f a n  asset item is retired, abandoned or no longer 
exists. If an RCN is to be c nsidered, the RCN should be a “valuation study” 
to reproduce, replace or rec nstruct existing physical properties (actual plant 
that is used and useful). 
Mohave’s RCN has incompl’ te Piant Descriptions and Quantities. 
The Handy-Whitman Fact rs were not used properly. Mohave used a 
composite Index number fot all plant accounts. The actual Handy-Whitman 
Index numbers are arrangdd to follow the classification of the National 

i 
8 
g 2. 

3. 
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Association of Regulatory tility Commissioners (“NARUC”) Account 
numbers and differ by geogra 8 hical regions. 
Mohave trended all plant iterr$ using their composite Handy-Whitman Factor. 
Handy-Whitman is used to trehd cost for utility construction and should not be 

4. 

used for plant items like 
Tools, and 

Furniture, Computer, Transportation, Stores, 

5 .  Mohave in Organization, Franchises, and 
not be trended in RCN Studies. 

items in a haphazard fashion 
without identification which Takes it impossible to perform an accurate RCN. 
No contributed plant was idedified or removed from the plant-in-service base. 7. 

Used and Useful I 

Through the field inspection and the R Asset Listing, Staff considered six plant sites 
Mohave could not cross-reference their not used and useful. Through data 

location codes to these specific sites. fierefore, Staff cannot verify if the following plant 
sites were treated appropriately and remdved from the RCN: 

I. Staffs Adjustment #1 - (Plant ite s not used and useful): 
Cannot identify. 
Cannot identify. 

Cannot identify. 
Cannot identify. 
Cannot identify. 
Cannot identify. 

m 1. Camp Mohave - Well #1 
2. MM -River Bend #2 

(Land, Well, 
3. MM - Well Rivera 
4. MM - Big Ben Acres Wel! #1 
5. MM - Bullhead City Well’ #4 
6. MM - Bullhead City Well Site #3 

Unidentified Plant Items I 
Mohave had 105 asset listing items 
Staff could not identify which asset 
Request MSJ 22-5, Az-Am 
with the remaining 21 items 
Staff removed the following 

n as “Unidentified”, “Interest Privi1e”or “blank’,. 
belonged to which pumping site. Through Data 

plant description of 84 asset listing items 
Therefore, due to this incomplete RCN, 

11. Staffs Adjustment #2 - (Plant it e ms unidentified): 
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161 0256 

1603340 

1604975 

16064 12 

1602579 

1603341 

1603 63 8 

16039 19 

1604297 

1604976 

1605627 

1607145 

160392: 

160563 I 
160641' 

1607 15' 

1608 16: 

160908' 

UNIDENTIFIED 

UNTDENTIFIED 

UNIDENTIFIED 

UNIDENTIFIED 

UNIDENTIFIED 

UNIDENTIFIED 

UNIDENTIFIED 

UNIDENTIFIED 

UNIDENTIFIED 

UNIDENTIFIED 

UNIDENTIFIED 

UNIDENTIFIED 

UNIDENTIFIED 

UNIDENTIFIEC 

UNIDENTIFIEC 
UNIDENTIFIEC 

UNLDENTIFIEI: 
UNlDENTIFIEr 

__^____-____-------. 

I. POST-TEST YEAR PLANT 

In its rate application filing, Mohave SL 

the year 2002. h response to Staffs d 

I 
I cost amounts as follows: 

I 

I 
I 

Acct. No. Description 

303 
3 04  
307 
311 
320 
330 
33 1 
339 

Land & Land Ri 
Structures & Imj 
Wells & Springs 
Pumping Equipr 
Water Treatmen 
Distribution Res 
Transmission & 
Other Plant & ?v 

District 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

I 
1 

I 

W3 1000 

w 3  1400 

W3 1400 

W3 1400 

W34200 

W34200 

W34200 

W34200 

W34200 

W34200 

W34200 

W34200 

W39000 

W3900G 

W3900C 

W3900C 

W3 900C 

W3900C 
__I__-- 

19810101 

1970070 1 

1975070 1 

1977070 1 

19670701 

1970070 1 
19710701 

19720701 

1973070 1 

1975070 1 

1976070 1 

19780701 

1972070 1 

1976070 1 

1977070 1 

1978070 1 

1979070 I 
19800701 

1,602 

10,354 

23,599 

3,158 

13,373 

15,115 

7,069 

1,652 

34,114 

24,365 

87 
245 

28: 

46; 

25,46. 

-, 7 42' 

1,80: 

6,70 

Total: $233,991 

mitted $984,000 worth of post-test year plant for 
a requests, Mohave has submitted actual project 

Estimated Actual 
Amount Amount 

its $15,600 
wements $25 5,600 

$1 1,000 
:nt $0 
Zquipment $0 
voirs $409,500 
iistribution $30,000 
;cellaneous $23,400 

$26,825 
$383,473 

$0 
$146,092 

$ 1,674 
$396,801 

$0 
SO 
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Office Furniture & quipment $ 196,000 
Transportation Equ pment S 1?,600 
Tools, Shop & Gar ge Equip. S 1,500 

$23,800 

Total: $984,000 

f 
Staffs Adjustment: ~ I 

340 
34 1 
3 43 
346 Communication Eqbipment 

311 Pumping Equipmedt 

TOTAL (with Staffs Adjustment): 

$184,040 
$2 1,278 
$2,321 

$26,850 

$1,189,356 

($72,240) 

$1,117,116 

Staff has inspected and verified plant itexb for Account Nos. 304 (partial), 3 11, 320 and 
330 as adjusted by Staff above. As revealed through the field inspection and data 
requests, these post-test year plant items were constructed and placed into service before 
December 3 1, 2002, with the exception (of one project in Account No. 31 1 at $72,240. 
This $72,240 project labeled as, “CC -,Plant Replacement” could not be identified by 
Mohave and verified by Staff. With th/: exception of this $72,240 project, Staff finds 
these plant items to be used and useful fi-dm an engineering perspective. 

J. DEPRECIATION RATES I 

In its prior rate proceeding and its Decisibn No. 56806, Mohave’s depreciation rates were 
adopted. These same rates were 
presented in Table MM-B. Staff 

by Mohave in this rate proceeding and are 
ends the depreciation rates delineated in Table 

1 MM-B be used for this proceeding. 
I 

I AccountNo. 
I 

301 
3 02 i 

I 303 I 

I 
I 

Table MM-B. $ater Depreciation Rates 
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32 1 
323 
325 
326 

328.10 

330 
33 1 
332 

340 
341 
342 
343 
344 
345 
346 
348 
349 

3 89 
3 90 
391 

391.10 
3 92 
393 
3 94 
395 
396 
3 97 
398 

lhuctures and provements 
Ither Power Pr duction 
3lectnc Pumpin t Equipment 
)lese1 Pumping /Equipment 
;as Engine Pu ping Equlpment m 
8ater Treatmr 
,and and Land ghts 
jtructures and 4provements 
Water Treatmen1 Equipment 

I 

Fire Mains 
Services 
Meters 
Hydrants 
Other Transmisfon & Distribution 

General 

Transportation Equipment 
Stores Equipmept 
Tools, Shop an Garage 
Laboratory Eq ‘pment 
Power Operate Equipment 

Miscellaneous qquipment 
Communicatio i , Equipment 

2.39% 
0% 

5.12% 
O?’o 

0% 

0% 
2.50% 
12.00% 

0% 
1.81% 
1.81% 
2.61% 

0% 
5.41% 
6.53% 

0% 
0% 

0% 
2.03% 
4.10% 
4.10% 

25.00% 
3.93% 
7.55% 
3.06% 
9.23% 
4.10% 
6.19% 

K. OTHER ISSUES 

1. Service Line and Meter Installation ICharees 

Mohave has requested to change its sehice line and meter installation charges. These 
charges are reftindable advances and Lohave’s proposed charges are within Staffs 
experience of reasonable and customad charges. For 2-inch meters, the typical charges 
vary according to meter type (turbine ~ or compound). Therefore, Staff recommends 
adopting a service line and meter installdtion charge of “At cost” for the 2-inch size. 

I 

~ 
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l-Il2-inch 

2-inch 

3-inch 
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I $475 $900 

is650 At cost 1 
.+t cost At cost I 

I 
I 

Table MM-C. Service Lide a d Meter Installation Charges 

2. Curtailment Plan Tariff 

A Curtailment Plan Tariff is an effectivk tool to allow a water company to manage its 
resources during periods of shortages bue to pump breakdowns, droughts, or other 
unforeseeable events. Since all the Mohhve Water District systems do not have t h s  type 
of tariff, this rate proceeding provides  an^ opportune time to prepare and file such a tariff. 
Staff recommends that the Mohave Watejr District file curtailment tariffs for each system 
within 90 days after the effective date of Ian order issued in this proceeding. These tariffs 
shall be submitted to the Director of Utilities Division for his review and certification. 
Staff also recommends that these tariffs spa11 generally conform to the sample tariff found 

request from Commission Staff. 
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Director of the Utilities Division, 
sold and water loss percentage fo:- 
reduction of water loss to less 
District shall submit to the Direc.:or 

1. 

2. 

3. 

4. 

5 .  

6. 

7 .  

8. 

.ndicating the quantity of water pumped, gallons 
each month during that 6-month period. If the 

.:ban 10% cannot be acheved, Mohave Water 
of the Utilities Division plans which outline 

Four of the five water systems h adequate well and storage capacities to serve 
the customer base during the One system is a consecutive system and 
has no well, storages or 

ADEQ has determined that all 
currently delivering water that 
Arizona Administrative Code, Ti 

of Mohave Water District's systems are 
the water quality standards required by 

Staffs adjusted annual water testing cost for each system is as follows and should 
be adopted: ~ 

Water System I PWS # Annual Cost 
I 

1. Camp Mohave ~ 08-037 $682 
2. Lake Mohave Hidlands 08-062 $718 
3. Desert Foothills I OS- 137 $1,174 
4. B o  Vista 08-333 $246 
5 .  Mohave Water - kain  08-032 $16,590 

~ Total: $19,410 
I 

All water systems have arsenic doncentrations of 10 ppb or less and are currently 
meeting the new arsenic MCL. ~ 

Mohave Water District is not loclted in any ADWR Active Management Area. 

Mohave Water District has no o tstanding ACC compliance issues. 

Staff recommends that Mohavel's RCN value not be accepted for purposes of 
settins rates in this proceeding. 
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date of an order issued in this proceeding. 

9. 

10. 

11. 

12. 

With the exception of one project,  staff has confirmed that the post-test year plant 
items for Account Nos. 304 (part‘al), 3 11, 320 and 330 were in service before 
December 31, 2002 and finds th se plant items to be used and useful from an 

engineering perspective. 1 
Staff recommends that Mohave’s depreciation rates be used for this proceeding. 

Staff recommends the 
Installation Charges, 
recommends 

of Mohave’s proposed Service Line and Meter 
e 2-inch meter size. For the 2-inch size, Staff 
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SUMMARY CT TESTIMONY 

INC. 

Sun City West - Water 

CONCLUSIONS 

1. The Sun City West water system has a 
system has a non-account water loss 

-account water loss of 6.0 percent. The Cool Well 
percent. These levels are acceptable in this rate 

proceeding. 

2. Based on data submitted by the Comp y from Maricopa County Environmental Services 
Department (“MCESD”), MCESD has d temined that systems PWS #04-07-150, Sun City 
West, and PWS # 04-07-080, Cool Well, 1 are currently delivering water that meets the water 
quality standards required by Arizona A*nistrative Code, Title 18, Chapter 4. 

3. The most recent lab analysis for the Sun ity West water system indicates that six of the ten 
wells have Arsenic levels above 10 ppb. he Cool Well system had an arsenic value of 5 ppb. 
The Company is currently evaluating its pptions to achieve the new arsenic level of 10 parts 
per billon. I 

F 
4. The Sun City West Water District is located within the Phoenix Active Management Area 
(“AMA”) and is in compliance with the w’s reporting and conservation requirements. 

5. The Sun City West Water District has bo outstanding Arizona Corporation Commission 
compliance issues. ~ 

6.  Staff considers the reported water testi g expenses for the Sun City West Water District 
reasonable. I 

RECOMMENDATIONS I 

1. It is recommended that the Sun City West Water District continue to use depreciation rates as 
delineated in Exhibit 6 of Schedule JAC- 4. 

2. Staff recommends the adoption of the Co pany proposed Service Line and Meter Installation 
Charges except for the 2 inch meter size. F r the 2 inch meter size, Staff recommends adopting a 
charge of “At Cost”. (Schedule JAC-1 Se P , tion K) 

page i 
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Staffrecommends that the Sun City West 
after the effective date of any decision and 
submitted to the Director of the Utilities 
recommends that the tariff shall generally 
Commission’s web site (www.cc.state.az.c.duti1itv) 
Staff. 

~ 

3. 

4. 

5. 

6.  

7. 

917ater District file curtailment tariffs within 90 days 
order pursuant to this application. The tariff shall be 

Division for his review and certification. Staff also 
conform to the sample tariff found posted on the 

or available upon request fiom Commission 

I 

JAC- 1, Section H. 

Staffrecommends that Arizona American e required to install additional storage or production 
capacity to meet 24 hour to the Cool Well system no later than December 
31,2004 as discussed in 

Staff has evaluated Sun City West Water District’s RCN and recommends that its cost values 
not be accepted for purposes of setting ra6s in this proceeding. 

Engineering Staff recommends the acc 
revised Pro Forma Plant Schedule B-2, 
Mr. Tom Bourassa as discussed in 
“used and useful” determination 
purposes. The direct testimony 
and rate making treatment in this case. 

Without adjustment of the Sun City West’s 
in data response JAC-13-5, provided by 

I and Exhibit 5. However, this 
for rate base or rate making 
the post test year rate base 

Sun City West - Wastewater 

CONCLUSIONS 

1. It is recommended that the Sun City West &astewater District continue to use depreciation rates 
as delineated in Exhibit 5 of Schedule JAC-2. 

2. Staff has evaluated Sun City West Waste ater District’s RCN and recommends that its cost 
values not be accepted for purposes of sett f g rates in this proceeding. 

3. Engineering Staff recommends the acce tance without adjustment of the Sun City West 
Wastewater District’s revised Pro Forma lant Schedule B-2, page 9 supplied in data response 
JAC-13-5, provided by Mr. Tom Bouras a as discussed in Schedule JAC-2, Section H and H 

page ii 



Exhibit 4. However, this ‘’used and useful” 
rate base or rate making purposes. The dirt 
post test year rate base and rate making tre 

4. Staff recommends adjustment of original C 
JAC-2, Section I. 

P 

:termination does not imply a specific treatment for 
testimony of Mr. Darron Carlson will discuss the 
nent in this case. 

;t rate base by $2 15,448 as delineated in Schedule 

e iii 
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I. INTRODUCTION 

211 Q. 
Please state your name and b siness address. i 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

A. 

Q* 
A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

My name is John A. Chelus. M business address is 1200 West Washington Street, Phoenix, 

Arizona 85007. Y 
By whom and in what 

I am employed by the 

Engineer - the Utilities Division 

are you employed? 

Corporation Commission (“Commission”) as a Utilities 

How long have you been empkyed by the Commission? 

I have been employed by the Commission since September 1990. 

What are your responsibilitie as a Utilities Engineer - WaterNastewater? 

I inspect, investigate, and eva ate water and wastewater systems; obtain data, prepare ,e 
investigative reports; suggest c 

water and wastewater system 

other cases before the 

action and provide technical recommendations on 

and provide written and oral testimony on rate and 

How many companies have y u analyzed for the Utilities Division? 

I have analyzed approximately 430 companies in various capacities for the Utilities Division. P 
Have you previously testified before this Commission? 

Yes, I have. 

What is your educational 

I graduated fiom the 

Civil Engineering 

Technology in 1976 with a Bachelors Degree in 

University in 1978 with a Masters Degree in 

Environmental Engineering. 
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Page 2 b 
Q* 
A. 

n. 
Q. 
A. 

Q. 
A. 

Briefly describe your pertinedt work experience. 

I worked for the Dallas Water Jtilities as an engineer in the Wastewater Division, and then 

in the Engineering Design Di 'sion from 1978 to 1981. I moved to Grand Junction, 

Colorado and worked for Multi ineral Corporation as a research engineer Until 1982. After 

this I worked for Westwater En eering Consultants as a design engineer. In 1983, I was 
employed by Sauter k 

as a construction engineer for the construction of the Ute 

Colorado. In 1984 and 1985, I was employed by the 

operator at their 12 million gallon per day 

Water Treatment 

City of Grand 

activated sludge treatment facildty. In 1986, I moved to Phoenix and began working for the 

Arizona Department of Enviro ental Quality ("ADEQ"), Office of Water Quality, as a 

design review engineer, and a field engineer. I stayed at ADEQ until transferring to 

the Commission in 1990. 

PURPOSE OF TESTIMONY 

What was your assignment 

My assignment was to 

Company, Inc. 

rate proceeding? 

evaluations of the Arizona-American Water 

and Wastewater District operations. 

What is the purpose of your t stimony in this proceeding? 

To present the findings of my e 'neering evaluations of the Az-Am - Sun City West Water 

and Wastewater District operati ns. Those findings are contained in my Engineering Reports 

that I have prepared for this pro+eding. These reports are included as Schedules JAC-1 and 
.; 

JAC-2 in this direct testimony. 
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III. 

Q- 

A. 

Q* 

A. 

Iv. 
Q. 

A. 

Would you briefly describe w at was involved in prep 

for the water operations in rate proceeding? 

ENGINEERING REPORTS 

ring th Engin ering Rep rtS 

After reviewing Az-Am’s Sun ‘ty West rate applications, I physically inspected the water 

and wastewater systems to evalu te their operations and to determine which plant items were 

or were not used and usell .  I c ntacted the Arizona Department of Environmental Quality 

(“ADEQ’), Maricopa County vironmental Services Department (“MCESD’), Arizona 

Department of Water Resources “ADWR”) and the Commission’s Compliance Section Unit 

to determine if Az-Am was in c mpliance with ADEQ, MCESD, ADWR and Commission 

regulations. I obtained informat on from &-Am regarding water usage, wastewater flow, 

water testing, growth, Reprodu tion Cost new plant, depreciation rates and post-test year 

plant and analyzed that informat on. Based on this data, I made my evaluations and prepared 

(? s c 
my Engineering Reports. I 
Do Schedules JAC-1 and JAC 2 accurately describe the &-Am Sun City West District - 
as you found it during your 

Yes, to the best of my 

REPRODUCTION COST NE/W ANALYSIS 

Did &-Am Sun City West W a b  and Wastewater Districts submit Reproduction Cost 

New (RCN) studies as part of eir applications? 

&-Am submitted an RCN asset 

reported the following original Cost and RCN, plant in service values. 

Sun City West (Water) $29,950,788 $42,839,171 
Sun City West (Wastewater) 1 $39,775,541 $59,511,483 

for the year ending December 3 1,2001. The RCN’s 

Original Cost RCN 
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Q= 

A. 

Q- 
A. 

What is Staff’s position concehing the RCN study, which was submitted by &-Am in 

Staff has evaluated the RCN 

recommends that the RCN 

this proceeding? 

proceeding. 

the Sun City West Water and Wastewater Districts and 

not be accepted for the purposes of setting rates in this 

Why has Staff taken that pos 

There are many reasons which 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

The Az-Am RCN is no &re than an “asset listing” that lists all the past and present 
assets of the utility, even 
RCN is to be considered, 
or construct existing 
example, the Sun 

items in response to data 

No contributed plant was 

is retired, abandoned or no longer exists. If an 
be a “valuation study” to reproduce, replace 
(actual plant that is used and useful.) For 
RCN included asset items for chlorine gas 

The Company identified some of these disinfection 
JAC-28-3. 

or removed fiom plant in service base. 

The Handy Whitman 
used for all plant 
follow the plant 
Commissioners differ by geographical regions. 

were not used properly. A composite index number was 
actual Handy-Whitman index numbers are arranged to 
of the National Association of Regulatory Utility 

All plant items were tren 

plant items such as 

the Handy-Whitman index. However, the Handy 
for utility construction and should not be used for 

transportation equipment, stores, tools 
Whitman index should 

and 

In some instances, org 
accounts should not be 

franchise, and land costs were trended. These 

Audited portions 
Sun City West 
services, tanks 
under the 

misclassifications of plant in service. For example, in the 
Chairs were listed and trended under the account for 

the account for pumps, and landscaping was listed 

to the asset items in a haphazard fashion 
it impossible to perform an accurate RCN. In some 

overhead for a number of assets appears to be added to 
it is questionable that this overhead should even be 

For example, responses to data request JAC- 13-4 

cases, the corporate 
only one asset item. 
included in the 
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Q. 
A. 

al. 
lists the following plant cbsts and corporate overhead and labor: 

In the above table, 3134501 was an entry for the replacement of a 
submersible pump invoice provided by &-Am totaled $37,714.34 for 
the parts and the In addition, Az-Am added $1 1,573.97 as “labor 
and overhead” or justification. Asset numbers 3094749 and 

vehicles purchased on the same purchase order 
and overhead of $22,527.61 to one of the 
justification. Az-Am only added $19.13 

for a Chevy Truck. And finally, asset 
with a boom attached. The invoice 

truck, the boom, and the labor to 
labor and overhead of 

3094750 are 

$26,596.97 

8. Az-Am’s RCNs have in 
many asset numbers are 

Plant Descriptions and Quantities. For example 

Why didn’t Staff amend or 

A properly prepared RCN 

the RCN submitted by Arizona-American? 

with a complete inventory of the plant-in-service that 

is used and useful. The appro riate trend factors are then applied to reproduce each plant P 
item at today’s cost. The RCN only valid if the person preparing the study knows precisely 

what the plant item is so that appropriate trend factor is applied. In order to conduct a 

RCN study, the following info+ation needs to be provided: 

a. Complete and accurate plant descriptions for the plant-in-service for each 
independent system including the year the plant was installed. Such plant would 
include wells, booster p h p s ,  hydrants, storage tanks, pressure tanks, mains, meters, 
treatment equipment, s+uctures, etc. 

b. Verification of plant it+ brand names, size and quantities. 

As discussed above, Staff f o 4 d  the methodology and data for the Az-Am RCN to be 
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irreparably flawed. To prepare alRCN from a zero base starting place for a company as large 

and complex as this would be beyond the resources of Staff Moreover, it is the sole 

responsibility of the Companylif it wishes consideration of an RCN in a rate making 

proceeding, to prepare and present a valid and understandable study. 
I 

V. 

Q. 
A. 

Q- 

A. 

CONCLUSIONS AND RECOMMENDATIONS 

Based on your investigation a d evaluation, do you have any recommendations? 

Yes. 

Please summarize your findin/g and recommendations for the Sun City West District 

contained in Engineering Rep rts JAC-1 and JAC-2. 

After my engineering evaluatio 1 s of the Az-Am - Sun City West Districts’ operation, Staff 

concludes and recommends thad: 

Sun Citv West - Water District 

CONCLUSIONS I 

1. 

2. 

3. 

4. 

5. 

Arizona-American Water 
water loss of 6.0 percent. 
percent. These levels are 

- Sun City West Water District has a non-account 
Well system has a non-account water loss of 10.0 

in this rate proceeding. 

Based on data 
Services 

the Company fkom Maricopa County Environmental 
MCESD has determined that systems PWS #04-07- 
04-07-080 Cool Well are currently delivering water 

required by Arizona Administrative Code, Title 
18, Chapter 4. 

The most recent lab 
wells have Arsenic 
5 ppb. The 

for the Sun City West system indicates that six of the ten 
10 ppb. The Cool Well system had an arsenic value of 

evaluating its options to achieve the new arsenic 

The Sun City West Water District is located within the Phoenix Active Management 
Area (“AMA”) and is in compliance with the AMA’s reporting and conservation 

The Sun City West 
Commission 

requirements. 
District has no outstanding Arizona Corporation 
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6.  Staff considers the report water testing expenses for the Sun City West District 
reasonable. 

RECOMMENDATIONS ~ 

1. 

2. 

3. 

4. 

5 .  

6.  

7. 

It is recommended that the Company continue to use depreciation rates as delineated in 
Exhibit 6 of Schedule JA C -1. 

Staff recommends the ad ption of the Company proposed Service Line and Meter 

recommends adopting a chbge of “At Cost”. 
Installation Charges excep f for the 2 inch meter size. For the 2 inch meter size, Staff 

Staff recommends that 
effective date of any 

Company file a curtailment tariff within 90 days after the 
and order pursuant to this application. The tariff shall be 

submitted to the Director 
also recommends that th 
posted on the Commissic 
request fiom Commissio: 

Staff recommends that . 
production capacity to mc 
later than December 3 1, 

Staffhas evaluated Sun C 
accepted for purposes of 

Engineering Staff recom 
revised Pro Forma Plant 
provided by Mr. Tom Bo 
not imply a specific tre: 
testimony of Mr. Darron 
making treatment in this 

Engineering Staff recom 
delineated in Schedule Jt 

If the UtilitiesDivision for his review and certification. Staff 
: tariff shall generally conform to the sample tariff found 
n’s web site (www.cc.state.az.us/utility) or available upon 
Staff. 

le Company be required to install additional storage or 
=t 24 hour storage requirements to the Cool Well system no 
004. 

ty West’s RCN and recommends that its cost values not be 
etting rates in this proceeding. 

ends the acceptance, without adjustment of the Company’s 
khedules B-2, page 9 supplied in data response JAC-13-5, 
rassa. However, this “used and useful” determination does 
ment’for rate base or rate making purposes. The direct 
Carlson will discuss the post test year rate base and rate 
ase. 

lends adjustment of original Cost rate base by $19,743 as 
C- 1, Section H. 
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Sun CitdWest - Wastewater District 

CONCLUSIONS i 
1. The Sun City West W 

Commission compliance issues. 
ewater District has no outstanding Arizona Corporation 9 

RECOMMENDATIONS ~ 

1. 

2. 

3. 

4. 

It is recommended that th 
Exhibit 5 of Schedule 

continue to use depreciation rates as delineated in 

Staff has evaluated Sun ty West’s RCN and recommends that its cost values not be 
accepted for purposes rates in this proceeding. 

Engineering Staff the acceptance, without adjustment of the Company’s 
B-2, page 9 supplied in data response JAC-13-5, 

this “used and useful” determination does 
or rate making purposes. The direct 

the post test year rate base and rate 

revised Pro 

Engineering Staffreco ends adjustment of original Cost rate base by $215,448 as 
delineated in 

Q. 
A. 

Does this conclude your dire& testimony? 

Yes, it does. 



CONCLUSIONS 

A. 

B. 

C. 

D. 

E. 

F. 

JAC- 1 

Engineering Report for Arizona- 
American Sun City West Water 
District (Rates) 
Docket No. WS-01303A-02-0867 
By John A. Chelus 
September 5,2003 

The most recent lab analysis for the 
wells have Arsenic levels above 10 
ppb. The Company is currently 
10 parts per billon. (See Section 

City West system indicates that six of the ten 
Cool Well system had an arsenic value of 5 
options to achieve the new arsenic level of 

The Sun City West District is Iocat within the Phoenix Active Management Area 
(“AMA”) and is in compliance with reporting and conservation requirements. 
(See Section F, page 10.) 

The Sun City West District has nd outstanding Arizona Corporation Commission 
compliance issues. (See Section G, pa 

Staff considers the reported water expenses for the Sun City West District 
reasonable. (See Section E, page 9) , 

RECOMMENDATIONS I 
1. It is recommended that the Company ontinue to use depreciation rates as delineated in 

Exhibit 6 .  (See Section J, page 11 and C Exhibit 6 )  

2. Staff recommends the adoption of 
Installation Charges except for the 2 
recommends adopting a charge of “At 

Company proposed Service Line and Meter 
meter size. For the 2 inch meter size, Staff 

(See Section K. 1, page 12.) 
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3. 

4. 

5. 

6.  

7. 

Staff recommends that the Compaq 
effective date of any decision and or 
submitted to the Director of the Utili 
also recommends that the tariff shall 
on the Commission's web site (m, 
Commission Staff. 

Staff recommends that the Comp; 
production capacity to meet 24 horn 
later than December 3 1,2004. (See S 

Staff has evaluated Sun City West's 
accepted for purposes of setting rate 
Direct Testimony) 

Staff Engineering recommends the 
revised Pro Forma Plant Schedule 
provided by Mr. Tom Bourassa. Ho7 
imply a specific treatment for rate bar 
Mr. Darron Carlson Will discuss the I 
this case. (See Section I ,Post Test Yc 

Engineering Staff recommends adjus 
Section H, Page 10. 

Ele a curtailment tariff within 90 days after the 
r pursuant to this application. The tariff shall be 
:s Division for his review and certification. Staff 
nerally conform to the sample tariff found posted 
.state.az.us/utili&) or available upon request fi-om 

q be required to install additional storage or 
torage requirements to the Cool Well system no 
tion C, page 6 )  

.CN and recommends that its cost values not be 
n this proceeding. (See Section H, page 10 and 

ceptance without adjustment of the Company's 
.2, page 9 supplied in data response JAC-13-5, 
ver, this "used and useful" determination does not 
or rate making purposes. The direct testimony of 
3t test year rate base and rate making treatment in 
* Plant, page 11 and Exhibit 5) 

lent of original Cost rate base by $19,743. (See 
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A. LOCATION OF COMPANY I 
Arizona American - Sun City West 
approximately 15,000 customers in 
describes the location of the 
the certificated area of the water company within Maricopa County. 

(“Arizona American” or “Company”) serves 
West Arizona, Maricopa County. Exhibit 1 
Maricopa County, and Exhibit 2 describes 

B. DESCRIPTION OF THE WATER S ~ S T E M  

The plant facilities were visited on March 19,2003 and May 22,2003 by John A. Chelus, 
Utilities Engineer, in the accompaniment f Tom DeYoung, Operations Superintendent - 
Water. There are two systems listed under the Sun City West District. The Sun City West 
system serves the majority of the custo ers. The Cool Well System is a very small 
system serving approximately 21 custo ers. Exhibits 3 and 4 are schematics of the 
systems. The following tables describe th i systems in more detail. 

SUN CITY WEST bYSTEM - PWS-0407150 

Well Location ADWR 
Number 1 I Number* 

Wells 
1.1 

1.2 

1.3 

1.4 

1.5 

ening Plant 1 

Meeker 

Wilson Way 

Yosemite 

Daisy Ct. 

Lasso Dr. 

14141 W 55-547409 

19425 55-610217 

14427 W. 55-612963 

13503 W 55-610219 

17618 N 55-610220 

2 
i 

B(4- 1)27cbi 

LLS 

Hp 

- 
pump 

250 

200 

200 

200 

200 

- 
pump 

(gpm) 

1,200 

1,060 

800 

1,000 

1,200 

Yield 

- 
Well 
Depth 
(feet) 

1,190 

716 

1,032 

1,176 

1,000 

- 
Casing 
Diameter 

16 

16 

16 

20 

20 

- 
Meter 
Size 

8 

10 

10 

10 

10 

- 
Year 
Drilled 

1995 

19821 
1986 
1955 

1982 

1947 

Wells 
2.1 

2.2 

2.3 

2.4 

2.5 

erving Plant 
12702 W 
Stardust 
Blvd 
13059 W 
Deer Valley 
13449 W 
Deer Valley 
14207 W 
Parade Dr 
21801 n 
15lST Ave 

55-547408 

55-6 102 1 5 

55-610241 

55-520840 

55-612959 

B(4-1)2 1 ab 

* Arizona Department of Water Resources Idenqca 

200 

200 

200 

200 

200 

- 
on Nm 

1,200 

1,200 

1,200 

800 

990 

- 
,er 

1,186 

904 

852 

1,060 

963 

- 

16 

20 

20 

16 

20 

8 

10 

10 

10 

8 

1995 

1982 

1982 

1988 

1958 
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SUN CITY WEST $YSTEM - PWS-0407150 

ssw Plant 1 

Horsepower Quantity 

Size 
(in inches) 

2 
4 
6 
8 
10 
12 
16 
18 
20 
24 

Undetermined 

MAINS 

Mat en a1 

various 
various 
various 
various 
various 
various 
various 
various 
various 
various 

FIREHYDRANTS 

TREATMENT EQUIPMENT: Gas Chlorination(at Each Well Site 

Size 
(in inches) 

518 x % 
% 
1 

1 %  
2 

Comp. 3 
Turbo 3 
Comp. 4 
Turbo 4 

Comp. 6 
Turbo 6 

14,864 

193 

259 
13 

2 

1 
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FIRE HYDRANTS 

STORAGE TANKS 

Capacity Quantity Built 

10,000 1 1994 

I PRESSURE TANKS I 
I Capacity Quantity 

I 

2,000 1 

CUSTOMER METERS 
Size 

(in inches) Quantity 
~ 

9 8  x % 20 
% 
1 

1 %  

C. WATER USE I 
Water Sold & Non-Account Water 

~ 

Based on the information provided by 
presented below. Customer consumptio 
gallons per day (“GPD’) per 
connection for an average 

Company, water use for the year 2002 is 
a high monthly water use of 483 

water use of 323 GPD per 

Sun City West System 
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sun City We+ system Water Use 

Non-Account Water I 

The Company reported 2,297,583,000 
resulting in a water loss of 6.0%. This 

pumped and 2,159,000,000 gallons sold, 
acceptable to Staff. 

i System Analysis I 

The water system’s currently well 
4,016,000 gallons is adequate to 

of 10,650 GPM and storage capacity of 
connections. 

Based on the 
Cool Wells Svstem 

for the year 2002 is 
presented customer which 

gallons per day 
residential only 

use of 3,476 

experienced a high monthly water use 
monthly water use of 543 GPD per 

consumption without the sand and 
of 1,105 gallons per day per 
connection for an average 
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Non-Account Water i 
The Company reported 19,783,000 
resulting in a water loss of 10%. This 

pumped and 17,777,000 gallons sold, 
to Staff 

System Analysis I 
The Cool Well system’s current well capa ity of 300 GPM and storage capacity of 10,000 
gallons is not adequate to serve the 21 s rvice connections. The system is lacking in 
storage. Even though the Company rep0 that the sand and gravel operation uses water 
only when available, and in the event of outage is voluntarily removed from service, 
additional storage is still required. An a ditional 11,000 gallons of storage is needed 
which will bring the total storage to 21,OO gallons. If the sand and gravel operation was 
included in the calculation, an addition 1 1 63,000 gallons would be required. Staff 
recommends that the Company be 
capacity to the system to meet the 

to install additional storage or production 
requirement no later than December 

3 1,2004. 

D. GROWTH I 
The Company reported that the Sun City est system had 15,227 customers at the end of 
year 2002. The Cool Well system ha 21 customers. Customer growth was not 
determined because there is an inconsisten y in the way customers were counted prior to 
Arizona American purchasing the Compan . Arizona American bases customer count by 
number of meters. Citizens Utilities, the revious owner of the Sun City West system, 
based the customer count on number of its being served by a meter. For example, 
Citizens would list a 50 unit apartmen 1 served by one meter as having 50 water 
customers. This made the customer count +uch larger for Citizens. 
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E. ARIZONA DEPARTMENT CJ 
COMPLIANCE 

Compliance 

Based on data submitted by the Compa 
Department (“MCESD), MCESD ha 
City West, and PWS # 04-07-080, Ca 
the water quality standards required by 

Water Testing: Expense 

The Company reported water testing 
Schedule C-1 for the test year ending 
expense reasonable. 

Arsenic 

The U.S. Environmental Protection 
contaminant level (“MCL”) in drinkin€ 
The date for compliance with the new I 

The most recent lab analyses for Sun ( 
the ten wells have Arsenic levels ab01 
value of 5 ppb. 
- 
Well 
Number 
1.1 
1.2 
1.3 
1.4 
1.5 
2.1 
2.2 
2.3 
2.4 
2.5 

SUN CITY WE 
Location 

14141 W Meeker 
19425 Wilson Way 
14427 W. Yosemite 
13503 W Daisy Ct. 
1761 8 N Lasso Dr. 
12702 W Stardust Blvd 
13059 W Deer Valley 
13449 W Deer Valley 
14207 W Parade Dr 
21801 n 151STAve 

Arizona Department of Water Resources Idei 

The Company completed an 
analysis studies, sent out informational 
new standard, completed an arsenic rei 
with the American Water Works ASS 
begun partnering in the City of Sw] 
represented in the national arsenic cos1 

ENVIRONMENTAL QUALITY (ADEQ) 

from Marimpa County Environmental Services 
:termined that systems PWS #04-07-150, Sun 
Well, are currently delivering water that meets 
zona Administrative Code, Title 18, Chapter 4. 

lenses for Sun City West Water of $6,069 on 
:ember 3 1, 2001. Staff considers the reported 

Lgency has reduced the arsenic maximum 
iter fiom 50 parts per billion (“ppb”) to 10 ppb. 
L is January 23,2006. 

West are shown in the following table. Six of 
0 ppb. The Cool Well system had an arsenic 

iYSTEM - PWS-0407150 

:ation Number 

mic evaluation of all wells, performed cost 
xs to all customers who will be affected by the 
Tal pilot study at Sun City West in conjunction 
ation Research Foundation and the EPA, has 
e arsenic pilot study at Roseview well, was 
!dy analysis by EPA and the National Drinking 
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Water Advisory Council (“NDWAC”), 
Arsenic Master Plan hosted by ADEQ. 

and is currently involved with the Arizona 

F. ARIZONA DEPARTMENT /OF WATER RESOURCES (ADWR) 
COMPLIANCE I 

AZ-American Sun City West District 
(AMA), and consequently is 
requirements). The Phoenix 
in total compliance with the 

the Phoenix Active Management Area 
and conservation rules (GPCD 

Sun City West District is 

G. ARIZONA CORPORATION COM$T.ISSION COMPLIANCE 

A check With the Utilities Division Com liance Unit showed no outstanding compliance 
issues for the Sun City West District. P 
H. REPRODUCTION COST NEW (R$N) AND ORIGINAL COST (OC) 

RCN Study ~ 

The Sun City West Water District sub tted an RCN Asset Listing for the year ending 
December 31, 2001. This RCN reporte 3 an OC plant-in-service value of $29,950,788 
and an RCN plant-in-service value of 
RCN and recommends that its cost 
this proceeding. (See Direct 

Staff has evaluated Sun City West’s 
for purposes of setting rates in 

Original Cost Deductions ~ 

Based on a review of the RCN 
reduction in original cost rate base. 
removed. 

Engineering recommends the following 
and misclassified asset items were 
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I. POST TEST YEAR PLANT 

Arizona-American is requesting inclusia 
year ending December 3 1,2001. The pa 
of this report. These are the same impro 
Foma Plant Schedules B-2, page 9 supp 
Tom Bourassa. Post test year improvem 
2003 and represent calendar year 2002 z 
auditable were inspected. There were s 
practical to audit (i.e., such as inter-off 
accounts for mains, meters, pumps, etc.). 
in place, exactly as described, and operati 

The findings of the field audit support tl 
year plant shown in Exhibit 5 of $ 
determination does not imply a specific ; 

of certain capital improvements after the test 
test year improvements are listed in Exhibit 5 
rnents as shown in the Company’s revised Pro 
XI in data response JAC-13-5, provided by Mr. 
its were inspected during the month of May of 
iitions. All major additions which were field 
ne items that were not auditable or were not 
e allocation of software costs, blanket repair 
However, every item which was auditable was 
;, with no exceptions. 

use, without adjustment, of the total post test 
13,799. However, this “used and useful” 
:atment for rate base or rate making purposes. 

The direct testimony of Mr. Dmon 
rate making treatment in this case. 

son will discuss the post test year rate base and 

J. DEPRECIATION RATES ~ 

The Company and Staff conducted d reciation studies for the Sun City West water 
system in the prior rate proceeding for ocket U-2335-95-417 and its rendered Decision 
No. 60172, dated May 7, 1997. In tha proceeding, neither the Company’s nor Staffs 
recommended depreciation rates were ac 1 epted and the Company was ordered to continue 
using the existing depreciation rates. These rates are presented in Exhibit 6. The 
Company has used these rates in this resent rate case. It is recommended that the 
Company continue to use depreciation ra P es as delineated in Exhibit 6.  

K. OTHER ISSUES i 

1. Curtailment Plan Tariff 
~ 

A Curtailment Plan Tariff is an tool to allow a water company to manage its 
resources during periods of to pump breakdowns, droughts, or other 
unforeseeable events. does not have this type of tariff, this 
application provides an prepare and file such a tariff. Staff 
recommends that the tariff within 90 days after the effective 
date of any decision The tariff shall be submitted 
to the Director of and certification. Staff also 
recommends that sample tariff found posted on 
the available upon request form 
Commission Staff. 
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2. Service Line and Meter Installation charges 

The Company has requested to change 
are refbndable advances and the 
experience of reasonable and 
Therefore, Staff accepts the 
charges, with the exception 
vary according to the 
adopting a meter and 

and service line charges. These charges 
proposed charges are within Staffs 
with the exception of the 2 inch meter. 

meter and service line installation 
the 2 inch meters, the typical charges 

Therefore, Staff recommends 
2 inch meter size. 

3. Cool Well System Transfer 

The water system known as Cool W 
the Sun City West District. AZ-Am 
which is served by this system to the 
Decision No. 65757 dated March 2 
ORDERED that the Cool Well s 
Sun City West Water District to 

S ID # 04-07-080 has in the past been part of 
quested authority to transfer the parcel, 

Fria District. This authority was granted by 
e Decision states” IT IS FURTHER 

1 be transferred fiom the service area of 
istrict and existing and future customers 

shall be charged the existing rates and 
general rate case of the Agua Fria 
the authorized rates and charges 

of the Sun City West District until the next 
time those customers shall be charged 

The system will be interconnected to th 
redundancy and reliability reasons. The 
service by account number that were 

regional water system for operational 
table lists the cost of the plant in 
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Eklubit 1 

I 

M A R I C O P A  C O U N T Y  

(1997) ADAMAN MUTUAL WATER COMPANY 

(1578) AGUILAWATER SERVICES, INC 

<2077) ALLFNVILLE WATER COMPANY, INC 

ARIZONA-AMERICAN WATER COMPANY 

<1445) ARIZONAWATER COMPANY 

(2074) BEARDSLEY WATER COMPANY, INC 

(1275) BERNEIL WATER COMPANY 

(1964) 
0 BROOKE WATER L L  C 

(1994) CABALLEROS WATER COMPANY, M C  

(1452) CAVE CREEK WATER COMPANY 

(2113) CHAPARRALCITYWATERCOMPANY 

(2393) CHAPARRAL WATER COMPANY 

BLACK CANYON RETREAT WATER COMPANY 

CLEARWATER UTILITIES COMPANY, INC 

(1895) COUNTRYCLUB ACRES WATER CQMPANY 

(1984) DAIRYLAND WATER CORPORATION 

(2124) 
(3936) EAGLETAIL WATER COMPANY LC 

(1959) G N V I E W  WATER COMPANY, INC 

(tt34) HZ0,INC 

(2055) 
(1769) KYRENEWATERCOMPANY 

(2452) LAKE PLEASANT WATER COMPANY 

(1427) LITCHFIELD PARK SERVICE COMPANY 

(2267) MCADAMS WATER COMPANY 

(1849) MOBILE WATER COMPANY 

DESERT HILLS WATER COMPANY, INC 

JAMES P PAUL WATER COMPANY 

(2164) 
(1737) 
(2199) 

(1395) 
(3898) 
(1808) 
(215a> 
(1539) 
(2111) 
(1183) 
(2474) 

(2076) 

(1677) 
(1212) 
(1412) 
(2148) 
(2451) 
(2450) 
(3720) 
c1157) 
(2065) 
(1807) 

M O W S T O W N  WATER COMPANY 

NEW RIVER UTILITYCOMPANY 

PIMAUTILITYCQMPANY 

PUESTADEL SOL WATER COMPANY 

QUEEN CREEK WATER COMPANY 

RANCHO CABRILKI WATER COMPANY 

RIGBY WATER COMPANY 

RIO VERDE UTILITIES, INC 

ROSE VALLEY WATER COMPANY 

SABROSA WATER COMPANY 

SENDE VISTA WATER COMPANY, INC 

SHANGRI-LAASSOCIATES, INC 

SOlJT€I RAINBOW VALLEY WATER COOPERATIVE 

SUNRISE WATER COMPAM, INC 

TIERRABUENAWATER COMPANY 

TONTO HILLS UTILITYCOMPANY 

TURNER RANCHES WATER &SANITATION COMPANY 

VALENCIA WATER COMPANY 

VALLEY UTlUTIES WATER COMPANY, INC 

VALLEYVIEW WATER COMPANY, INC 

WATER UnLlTYOF GREATER BUCKEYE, INC 

WATER UTILITYOF GREATER TONOPAH, INC 

WATER UnLITYOF NORTHERN SCOTTSDALE, INC 

WEST END WATER COMPANY 

WILHOIT WATER COMPANY, INC 

WRANGLERS ROOST WATER COMPANY 
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EXHIBIT 3 Sun City West 
Sun City West Water 

t 
2-15OHP 
2 - 1 0 0 H P  
BOOSTER 

PUMPS 

DAISY LASSO RANCHO VIA 

3-100HP 
BOOSTER 

PUMPS 

10,000 Gallon 10,OOO Gallo 

WATER PLANT NO. 1 
MEEKER BLVD. 

Jtilities Company 
System PWS - 0407150 

ECHO PLEASANT DEER 
VALLEY W L  

UDGE MESA VALLEY 
2.4 24 22 

200 HP 
l.200 GPM 

2.5 
250 HP 250 HP 200 M 

LOO0 GPM l.060 GPM &ZOO GPM 

10.OOO Gallon 10,OOO Gallon 

WATER PLAW NO. 2 

HydroTank 

STARDUST BLVD- 

YOSEMITE 

ELL q.1 

3 - 100 HP 
1 - 7 5 H P  
BOOSTER 

PUMPS 



EEhibit 4 

Sun City West Utilities Company 
Cool Well System PWS - 0407080 

COOL WELL 
ADWR 55-803469 

50 HP 
300 GPM 

850 FT. DEEP 
16” DIA. CASING 

DRILLED 1972 

1 - 3 H P  
1 - 7  HP 

2 - 1 5 H P  
BOOSTER 

PUMPS 

I 

2,000 GALLONS 
HYDRO TANK 

) I  



 replace^ SCW25 w/SCW54 21,027 
I 

I I I 

TOTAL I $533,799.00 I 



Exhibit 6. Depreciation *tes for Sun City West - Water 

Account No. 

30 1 
302 
303 

310 
31 1 
312 
313 
314 

320 
321 
323 
325 
326 

328.10 

330 
33 1 
332 

340 
34 1 
342 
343 
344 
345 
346 
348 
349 

389 
390 
391 

391.10 
392 
393 
394 
395 
396 
397 
398 

I 

ntangible 
hganization 
+anchises 

takes, Rivers, 0 er Intakes 
#ells and Springs 4 
Pumping 

1 
Water Treatmen 

Transmission and Distribution 
Fire Mains 
Services 
Meters 
Hydrants 
Other Transmissidn & Distribution 

i General 

Rate 

0.00% 
0.00% 
0.00% 

0.00% 
2.50% 
0.00% 
0.00% 
2.52% 

0.00% 
1.67% 
0.00% 
4.42% 
4.42% 
4.42% 

0.00% 
1.67% 
4.00% 

0.00% 
0.00% 
1.67% 
1.53% 
0.00% 
2.48% 
2.51% 
2.00% 
0.00% 

0.00% 
1.68% 
4.55% 
4.55% 
25.00% 
3.92% 
4.14% 
3.71% 
5.14% 
10.28% 
4.98% - 



CONCLUSIONS 

A. The Sun City West Wastewater 1 
Commission compliance issues. as 0: 
Section F, page 5.) 

RECOMMENDATIONS 

1. 

2. 

3. 
4. 

5. 

It is recommended that the Cornpan: 
Exhibit 5. (See Section G, page 5 an( 

Staff has evaluated Sun City West's 
accepted for purposes of setting rat! 
Direct Testimony) 

Staff Engineering recommends the 
revised Pro Forma Plant Schedule 
provided by Mr. Tom Bourassa. Hoi 
imply a specific treatment for rate ba 
Mi-. Dan011 Carlson will discuss the 
this case. (See Section H, Post Test J 

Engineering Staff recommends adjus 
Section I, Page 6. ' 

JAC-2 

Engineering Report for Arizona- 
American Sun City West 
Wastewater District (Rates) 
Docket No. WS-01303A-02-0867 
By John A. Chelus 
September 5,2003 

istrict has no outstanding Arizona Corporation 
December 3 1,2002 as of December 3 1,2002 (See 

continue to use depreciation rates as delineated in 
Exhibit 5) 

RCN and recommends that its cost values not be 
; in this proceeding. (See Section I, page 5 and 

cceptance without adjustment of the Company's 
1-2, page 9 supplied in data response JAC-13-5, 
wer, this "used and useful" determination does not 
: or rate making purposes. The direct testimony of 
1st test year rate base and rate making treatment in 
:ar Plant, page 6 and Exhibit 4) 

nent of original Cost rate base by $215,448. (See 
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A. LOCATION OF COMPANY 

Li:tt 
Location Name Horsepower 

Bell Rd & El Mirage 
per Pump 

250 hp 

Arizona American - Sun City West Dist$ct (“Arizona American” or “Companf’) serves 
approximately 15,000 customers in Sun ity West Arizona, Maricopa County. Exhibit 1 
describes the location of the Company Maricopa County, and Exhibit 2 describes 
the certificated area of the water Maricopa County. 

Stations 

Pumps Pump (gpm) (gals) 
quantity of Capacity Per Wet Well Capacity 

4 2,800 124,000 

B. DESCRIPTION OF THE WASTE*ATER SYSTEM 

The plant facilities were visited on and May 22,2003 by John A Chelus, 
Utilities Engineer, in the Mark Cardoza, Wastewater Plant 
Superintendent. The of a 3.14 million gallon per day 
(MGD) activated and filtration. EMuent 
goes through an enters 24 recharge basins 
with an a total land area of 130 

This site will be taken 
on-line. Sludge will be 

tables describe 
the system in more detail. 
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C. WASTEWATER FLOW 

The wastewater treatment plant has a cap2 
highest average daily flow occurred in the 
mgd was treated. The lowest average dail 
which occurred in August. The highest pr 
when 4.037 rngd was treated in one day. ‘ 

to treat 5.0 mgd. 

D. GROWTH 

The Company reported that the Sun City 
year 2002. Customer growth was not deti 
way customers were counted prior to 
Arizona American bases customer count 
the customer count on number of units br 
would list a 50 unit apartment served by I 

the customer count much larger for Citize 

E. ARIZONA DEPARTMENT OF 
COMPLIANCE 

The Arizona Department of Environment: 
Environmental Services Department (“M( 
Wastewater Facility No. 04-37-018 and A 
system is in full compliance for operation 
discharge permit limits. 

ity of 3.14 MGD. In the year 2002, the 
lonth of February, when an average of 2.834 
flow during the year 2002 was 1.926 mgd 
k daily flow for the year occurred in February 
le Company is currently expanding the plant 

2.887 

Vest system had 14,928 services at the end of 
mined because there is an inconsistency in the 
nzona American purchasing the Company. 
r number of services. Citizens Utilities based 
ig served by a service. For example, Citizens 
Le service as having 50 customers. ”his made 

NVIRONMENTAL QUALITY (ADEQ) 

Quality (“ADEQ’) and the Maricopa County 
SD”) regulate the wastewater system under 
lifer Protection Permit No. P 102667. The 
id maintenance, operator certification and 



Page 5 
&OM American Water Company 
Sun City West - Wastewater 
Docket No. WS-01303A-02-0867 

F. ARIZONA CORPORATION COWSSION COMPLIANCE 

A check with the Utilities Division Comlhnce Unit showed no outstanding compliance 
issues for the Sun City West District. I 
G. DEPRECIATION RATES ~ 

The Company and Staff conducted depre iation studies for the Sun City West wastewater 
system in the prior rate proceeding for D 1 cket U-2335-95-417 and its rendered Decision 
No. 60172, dated May 7, 1997. In that broceedng, neither the Company’s nor Staffs 

The 
rate case. It is recommended that the 

recommended depreciation rates were 
using the existing depreciation 
Company has used these rates 
Company continue to use 

and the Company was ordered to continue 
rates are presented in Exhibit 5. 

in Exhibit 5. 

H. POST TEST YEAR PLANT I 

Arizona-American is requesting inclusio of certain capital improvements after the test 
year ending December 31,2001. The test year improvements are listed in Exhibit 5 
of this report. These are the same as shown in the Company’s revised Pro 
Forma Plant Schedules B-2, page response JAC-13-5, provided by Mi-. 
Tom Bourassa. Post test year during the month of May of 
2003 and represent calendar additions which were field 
auditable were inspected. not auditable or were not 
practical to audit (i.e., costs, blanket repair 
accounts for mains, was in place, 
exactly as 

The findings of the field audit support th$ use, without adjustment, of the total post test 
year plant shown in Exhibit 4 of $2’06,117. However, this “used and useful” 
determination does not imply a specific trkatment for rate base or rate making purposes. 
The direct testimony of Mr. Darron Carls+n will discuss the post test year rate base and 

, rate making treatment in this case. 
~ 

I. REPRODUCTION COST NEW (RCPP) AND ORIGINAL COST (OC) 

The Sun City West District submitted 
December 31, 2001. This RCN reported 
and an RCN plant-in-service value of 
RCN and recommends that its cost 
this proceeding. (See Direct 

RCN Asset Listing for the year ending 
OC plant-in-service value of $39,775,541 

Staff has evaluated Sun City West’s 
for purposes of setting rates in 
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I 
1 
I 
I 

I 
I 
I 

~' 

I 

Asset ID Item 
I 

OrigJnal cost ~ 

I Quantity 1 Account 
I 

Based on a review of the RCN Asset li ting, Engineering recommends the following 
reduction in original cost rate base. nidentified asset items should be removed. 
Chlorine gas equipment at the wastewat p r plant is no longer in service and therefore 
should be removed. 

Date Installed 

0 1 - Jul-80 
15-Jan-94 
15-Jan-94 
15-Dec-94 
15-Dec-95 
15-Dec-97 
15-Dec-98 

15-Dec-98 

Orig. Cost 

$207,182 
$1,167 

$673 
$740 
$569 

$1,058 
$399 

$294 
$212,082 

Disinfection Equip. 
1677221 
1679440 
1679442 
1 67944 1 
1679890 

DISINFECTION EQUP 0 316 
CHLORINE MACHllfF 1 316 
PIPING 6 316 
CHLORINE MACHIN)? 0 316 
CHLORINE MACHINE 3 316 

1680479 
168070 1 

1680702 

I I I 

I 

CHLORINE DETECT~R 1 316 
PIPING 1 316 
WEIGHING 
EQUIPMENT 1 316 

I 

General Treatment Equip 
3118671 

Collection System 
Lift Station 

31 17979 
3119014 

UNIDENTIFIED 1 322 

UNIDENTIFIED 1 342 
UNIDENTIFIED 1 342 

I 1 1  I I 

I Total I $215,448 

3 1 -Jul-O 1 

31-Jd-01 
3 1 - JuI-0 1 

$2,987 
$2,987 

$56 
$324 
$380 
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ARIZONPAWERrCAV VATER COMPANY 

AMWW PUBLIC SERVICE COMPAXY 

BL4ClC MOUNTAIX SEWER C O R P O W O N  

c24963 LAKE PLEASANT SEWER COMPANY 

hibit 1 

C O U N T Y  ( S E W E R )  

(14289 UTCHFIELD PARKSERHCE COMPANY 

(n993 PIMA~ILITYCOMPANY 

@&l RANCHO CABRILLO SEWER COMPIWY 

RIO VERDE LTILl'ilES, INC. 
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Edhibit 4 

ARIZONA AMERICAN - S CITY WEST WASTEWATER 
2002 POST T ST YEAR PLANT 

AT DECE t ER 31,2002 



Exhibit 5 Depreciation RateC for Sun City West - Wastewater 

Account No. 

301 
302 
303 

310 
311 
3 12 
313 
3 14 
315 
316 
3 17 
318 
319 
321 
322 

340 
34 1 
342 
343 
344 
345 
348 

389 
390 
391 

391.10 
392 
393 
394 
395 
396 
397 
398 

Force mains 
Discharge Semi es 
Manholes 

Rate 

0.00% 
0.00% 
0.00% 

0.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
5.00% 
8.40% 
5.00% 
5.00% 
8.40% 
5 .OO% 

0.00% 
1.67% 
8.40% 
2.04% 
2.07% 
2.04% 
2.03% 

0.00% 
1.68% 
4.55% 
4.55% 
25.00% 
3.92% 
4.14% 
3.71% 
5.14% 
10.28% 
4.98% 

'I 
I 
I 
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Division for his review and certific 
generally conform to the sample tarii 

lease see §N of Exhibit LRH 

commends the acceptance 
installation charges, except for the 
recommends adopt a charge of “A 

I 



1 

1 2 

3 

4 

5 

I 6 

7 

8 
I 
t 9 

10 

11 
E 
I 12 

13 

I 14 

15 

16 

17 E 
18 

I 19 

20 

I 21 

22 i 
23 

1. 24 

25 II 

I 

My name is Lyndon R. Hammdn. My place of employment is the Arizona Corporation 

Commission (“Commission”), tilities Division, 1200 West Washington Street, Phoenix, 

I 
Arizona 85007. d 

I 
I 
1 

Q. Please list your duties and res onsibilities and provide your title. P 
A. I am employed as a Utilities Enkineer, specializing in water and wastewater engineering. 

My responsibilities include: th e inspection, investigation, and evaluation of water and 

wastewater systems; obtaining ata and preparing original cost studies and investigative d 
reports; providing technical recdmmendations and suggesting corrective action for water 

and wastewater systems; and pr viding written and oral testimony on rate applications and 

other cases before the Commissibn. 
0 

I 
Q. Briefly describe your pertinent educational background and work experience. 

A. I have a Bachelor of Science 

Missouri at Rolla. After 

in Chemical Engineering from the University of 

I was employed by the Skelly Oil Company as a 

process and environmental en@ Ill eer. In 1973, I joined the Arizona Department of Health 

Services, which later became thd, Arizona Department of Environmental Quality (“DEQ’). 

My responsibilities with DEQ ncluded approval and inspection for the construction of 

water and wastewate the issuance of discharge permits. I remained with 

ssion in January 1993. 

i 

registrations or memberships? 



1 

What is a Reconstruction Costl 

I 2 

New (“RCN”) study? 

3 E 4 

5 

I 6 

7 

8 
8 
I: 9 

I 

10 

ll 11 

12 

13 

14 

15 

16 

t 

17 ~I 
18 

19 

20 

I 

I 
E 21 

23 

I1 24 

5 

26 

Q. 

A. 

Were you assigned to provide ~ an engineering analysis and recommendation for the 

Arizona-American Water Company, Agua Fria and Anthem Districts (herein 
1 

“Arizona-American” or “Corn any”)? 

Yes. I reviewed the Company’i application and responses to data requests, and I visited 
4 

I 

the water systems during April 2003. This testimony and its attachment will present the 

findings of my engineering evaldation. 
I 

i ENGINEERING REPORT 

Q. 

A. 

Please describe your attached Engineering Report, Exhibit LRH. 

Exhibit LRH presents the details1 and analyses of my findings, and is attached to this direct 

testimony. Exhibit LRH contaiks the following major topics : (1) a description of the 

water and wastewater systems a d the unit processes, (2) compliance with the rules of the 

Arizona Department of Water qesources, Arizona Department of Environmental Quality, 
“ 

l 

I 
and the Arizona Corporation Commission, (3) water use and growth, (4) depreciation 

rates, and (5) post test year impdovements. 
I 



5 
6 I 7 

8 

8 9 

10 IC 
11 

12 

13 

E 14 

I 

15 

16 

17 

18 

1s 

I 
I 

2c 

21 

22 

23 

24 

25 

2t 

27 

I 

I 

A. Arizona-American submitted an RCN asset listing for the year ending December 3 1 , 200 1. 

This RCN reported the followin original cost, plant in service values: 
I 

Orjginal cost RCN 
Anthem (Water) $3$,239,286 $37,852,423 
Anthem (Wastewater) $1 p,7093 15 $18,482,357 
Agua Fria $51,321,38 1 $61 124,837 

I 

Q. What is Staffs position concerbing the RCN study, which was submitted by Arizona- 

American in this proceeding? I 
A. Staff has evaluated the RCN for AGUA FRIA, ANTHEM WATER, and ANTHEM 

WASTEWATER and recommends that the RCN values not be accepted for the purpose of 
1 

setting rates in this 
I 

proceeding. ~ 

I 
Q. Why has Staff taken that posit, I on? 

A. 

1. 

Staff has many reasons, which idclude: 

The Arizona-American RCN is :no more than an “asset listing” that lists all the past and 

present assets of the utility, eve if an asset item is retired, abandoned or no longer exists. 

If an RCN is to be considered the RCN should be a “valuation study” to reproduce, 
4 , 

replace or reconstruct existing p$ysical properties (actual plant that is used and useful). 
1 

2. No contributed plant was identifjed or removed from the plant in service base. 

3. The Handy-Whitman factors w re not used properly. A composite index number was k 
accounts. T e actual Handy-Whitman index numbers ar 

follow the plant classificatio$ of the National Association of Regu 

Commissioners (“NARUC”) an d differ by geographical regions. 

h ” 4. All plant items were trended sing the Handy-Whitman index. However, the Handy 



I 2 

3 

1 4 

5 

6 

7 

8 
‘1 
I 9 

1c 

11 

12 I 
13 

15 

IC 

1 8  

1s 

2c 

21 

22 

22 

communication equipment. 

In some instances, organization,, franchise, and land costs were trended. These accounts 

should not be trended in RCN s 

5 .  
I 

6 .  Audited portions exhibited misclbssifications of plant in service. 
I 

7. Staff was unable to reconstruct loriginal cost values from randomly selected line items, 

using invoices. 

Q. 

A. 

Why didn’t Staff amend or revise the RCN submitted by Arizona-American? 

A properly prepared Reproducti b n Cost New study begins with a complete inventory of 

the plant in service that is used d useful. The appropriate trend factors are then applied 

to reproduce each plant item t today’s cost. The RCN is only valid if the person 

preparing the study knows precisely what the plant item is so that the appropriate trend 

+ 
i 

factor is applied. 

~ 

In order to conduct a RCN study, the following information needs to be provided: 

(a) Complete descriptions bf the plant in service for each independent system 

including the year the plant was installed. Such plant would include wells, booster pumps, 

hydrants, storage tanks, pressbe tanks, mains, meters, treatment equipment, and 

structures. 

I 

1 : Verification of plant item1 brand names, size and quantities. 

As discussed above, Staff foun the methodology and data for the Arizona-Amencan d 
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I 

it is the sole responsibility of th 

rate malung proceeding, to prep; 

Q* 
A. Yes, it does. 

es this conclude your direct 

Company, if it wishes the consideration of an RCN in a 

5 and present a valid and understandable study. 

?stimony? 



I 
i 

Interstate Highway 17, near New River. bhe Agua Fria District serves a large area, bounded 
by Litchfield and Penyville Roads on the east and west, and on the north, by Grand Avenue 
and then south to Bethany Home Road./ The water districts are entirely within Maricopa 
County. i 

Agua Fria 
The water systems serving the Agua Fria District are consolidations of new and older wells, 
water storage tanks, and iumpingsites, with the exception of the Waddell Haciendas system, 
which stands alone. The sources are groundwater wells, followed by conventional 

A simple schematic, showing the location of storage, booster pumps, and pressure 
major equipment is presented in 

Anthem Drinking Water 
The water infrastructure serving the Anthem Water District was recently constructed in 1999. 
and consists of a state of the art, m e m b r q  technology water treatment plant. 

I I Central Arizona Project (“CAP”) water is pumped from the CAP canal by four 450 Hp 
pumps through a 30 inch pipeline for 9 iles to the Anthem site. From the raw water ponds 
at Anthem, the untreated surface water is I umped through a pressure screen and into a micro- 
filter, semi-permeable membrane proces i unit. Pumps take the permeate (treated water) to 
finished water reservoirs. Sodium hypdchlorite is generated on-site and injected into the 
finished water for disinfection. typically ranges between 0.05 and 0.10 
NTU’s (An NTU is a unit and is a measure of surface water 
treatment quality. to be always less than 5 NTU’s.) From 
the finished water and storage tanks pressurize and 



Anthem Wastewater 

equipment is presented in Figure B. 

Waddell Haciendas 

disconnected. 



At anthem, the monthly demand peaks Ifor drinking water have reached 2.7 MGD. The 
design capacity of the water treatment plant was, at the time of my inspection, 3.0 MGD. 
During the first week of August 2003, additional drinking water treatment capacity was put 

D. ARIZONA DEPARTMENT 
COMPLIANCE (DEQ) 1 OF ENVIRONMENTAL QUALITY 



EXHIBIT LRH 

Non-Account Water 
Based on information provided by water is tabulated below 

r the period January 
System 
Agua Fria 
Waddell Haciendas t 23.3 % 
Anthem 1 7.5 % 

The cost to obtain, treat, and pressurize' is embedded in lost water. When water escapes 
before it reaches the consumer, the utiljty loses revenue and incurs unnecessary expense. 
Non-account water should be 10 
Waddell Haciendas system was 

or less and never more than 15 percent. Only the 
e acceptable limit. 

Waddell are owned and controlled by the 
and contains un-metered canal discharges. 

irrelevant when Waddell Haciendas is 
of 2003 and the Maricopa Water 
Since the water use data will be 
is not recommending any specific 

Maricopa Water District, not 
The water pumped data is not 
inter-connected with the 
District well is 
monitored and 
action at this time. 

m 

Io H. GROWTH 

Growth in the Agua Fria and Anthem keas can only be termed as explosive. Based on 
records from the sale of assets in 1999 ;Iltd the 13,004 service connections at the end the test 
year, the Agua Fria water district experiebced an annual growth rate of about 25%. Anthem 
started with a zero customer base in 19991 and had 3,900 customers at the end of the test year. 
The ultimate, planned build out for Ant hie m is 10,600 equivalent residential units, including 
residential and commercial. The future growth rates will be driven by the local housing 
market, the general economy, mortgage r 1 tes, and overall expansion pressures in the Phoenix 
metropolitan area. However, barring radical changes in the economy, the present growth 

t 
I 

rates should continue into the near future.1 

~ 

I. DEPRECIATION RATES I 
The Company and Staff conducted depre iation studies for the Agua Fria water system in the 
prior rate proceeding in Docket No. E- 032-95-417 and its rendered Decision No. 60172, 
dated May 7, 1997. In that proceeding neither the Company's nor Staffs recommended 
depreciation rates were accepted and the ompany was ordered to continue using the exis 
depreciation rates. The rates for Anthem 1 ere set in the initial CC&N proceeding. 

The present rates for Anthem, and Agu+ Fria are presented in Figures D-1 and D-2. The 

I 
I 
I 

I 
I 



I 

after the test 
Post test Year Improvements 

listed in Figure E of 
this engineering report. Post test year were inspected during April of 2003 
and represent calendar year 2002 additions which were field auditable 
were inspected. There were some not auditable or were not practical 
to audit @e., such as costs, blanket repair accounts, 
individual meter etc.). However, every item 
which was with no exceptions. 

‘ 1  

1 
~I 

~I 

~n 
The post test year improvements in Fi e E were in service at the time of my visit and 
appear to be used and useful. In additio 1: the findings of the field audit would support the 
use, without adjustment, of the Compand’s revised Pro Forma Plant Schedules B-2, page 9 
supplied in data response JAC-13-5, protided by Mr. Tom Bourassa. However, this “used 
and useful” determination does not imp1 a specific treatment for rate base or rate making 
purposes. The direct testimony of Mr. anon Carlson will discuss the post test year rate 
base and rate malung treatment in this cas 4 . li 

~1 
lI 

11 

Plant In Service ~ 

4 
The water production system at the Midesota Title service area was drained and not in use 
at the time of the inspection. Staff recohends  an adjustment to the plant in service in the 
amount of $ 76,503, downward, to reflect the retirement of the assets at the Minnesota Title 
system. This adjustment represents the o ginal cost value of the storage tank, booster pump, 
controls and connecting piping. The Mi esota Title distribution system was being supplied 
from the Clearwater Farms area (Agua Frja Plant #5). 

I 

‘I 
mo mmu EXPENSES - WATER TESTING 

I 

The water testing expenses have been rev ewed and the “test year adjusted results” shown on 
schedules C-1, page 1 of the Company i s applications for Anthem and Agua Fria water 
districts should be accepted without aq2justment. The wastewater testing is primarily 
performed in house and he cost is embedded in the Company’s other ledger expenses. 

, 
1 
I 

I 1 

I 
I 

1 
I 
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PROCESS SCHEMATIC - Agua Fria ..... I 
PROCESS SCHEMATIC -Anthem Watc 

PROCESS SCHEMATIC -Anthem Was 
I 

EQUIPMENT SUMMARY ...................... 1 
WATER USE ............................................ I - 
DEPRECIATION RATES - Water .......... 

DEPRECIATION RATES - Wastewater 

POST TEST YEAR PLANT ................... 

I 



Well # 

1.5 MG 
under construction 

4.2 
Sc4 

Waddell 
Haciendas E? 

k 

/ Agua Fria 
Plant #6 
DEQ 07-151 

+ --b 
S 

40 KG 
storage 

The well at Plant #6 is owned 
by the Maricopa Water District. 
Water is purchased from the District. 
The storage tanks, pumps and connecting 
piping are assets of Arizona-American. 

Arizona-American 
Agua Fria District 

I 

booster pumps 

I - -  7 

Agua 500 KG 
Water p/lant #5 storage 

Fdia 

___L 



1 

Booster pumps 

I tank Distribution ~ 

grids II 

Arizona-American 
Anthem District 

I Drinking Water 

Membrane backwash 

Cyclic aeration 

From CAP turnout 
Four 450 HP pumps 

Raw Water Ponds 



Headworks, solids handling, anoxic zone 
are totally enclosed. 

Arizona-American 

Wastewater Treatment 

Air €a 
compressors 

............. 

t m for bdckwash 
___+ 

0.5 JTU turbidity 
B Y 

2 
.r( * 
0 
(d 

1 
t 

i 
I 
I 

Solids to hopper 1 

- Influent Grinder -1a-r-1 
~ 

Pista-gritTM 
Equalization basin pumping station centrifbge 

Fipre  A-3 



I 

i 

FIGURE B - SUMMARY OF MAJOR EQUIP 

I Well # DWR No. Formerly 

Agua Fria Plant Number One 
1.1 5 5-623 682 Sun Village #1 1 
1.2 55-575445 Sun Village #2 1 
1.4 55-60576 1 Sun Village #4 I 
1.5 55-5 87293 sun Village #5 1 

I 

1200 7 
1200 5 

2.65 MGD dual cell underground storage 

Agua Fria Plant Number Two 
2.1 55-55367 1 Sun City Grandi#l 
2.2 55-554002 Sun City Grand1 #2 
2.3 55-573654 Sun City Grandl#3 1200 16 

Two 1 MGD storage tanks. 

Agua Fria Plant Number Three 

I 

, 

~ 

~ 

C I 

~ 

3.1 5 5 -5 65447 Sun City Grand #5 1200 5 
3.2 55-565446 Sun City Grand #6 1000 4 

~ 

Two 1 MGD storage tanks. Well 3.2 in semi e 2003 

A w a  Fria Plant Number Four 

4.2 55-555779 Happy Trails , 850 8 

One 1.5 MGD storage tank. Additional 1.5 MGD storage tank under consruction. 

Agua Fria Plant Number Five 

5.2 55-624692 Olive Ave 26A ..600 76 
5.3 5 5-604500 CottonBell 1 900 4 

4.1 55-604498 AZ Traditions if2 1250 5 

5.1 55-5 141 45 Clearwater Fam/s 2B 800 12 

500,000 gallons storage. I 

I 

I 

Waddell Haciendas 
Waddell 5 5-6 12988 

40,000 gallons storage 
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I 
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I 
I 
I 
I 
I 
I 
1 
I 

I 

I Source 
311 
3 12 
314 

321 
323 

Pumping 

325 

328.1 
Water Treatment 
331 
332 

341 
342 

345 
346 
348 
349 

390 
General 

391 
391.1 Computers ................................................ 4.59 % .............................. 4.55 % 
392 Transportation Equipment ..................... 25.00 % ............................ 25.00 % 
393 
394 Tools .................................................. 1 4.02% .............................. 4.14% 
395 
396 
397 
398 

Structures & Improvements ..................... 2.50 %.............................. 2.50 % 
Collecting & Impounding ........................ 2.50 % 
Wells & Springs .................................. /. .... 2.52 % .............................. 2.52 % 

1 

Structures & Improvements ..................... 1.67 %.............................. 1.67 'Yo 

Electric Pumping Equipment ................... 4.42 % .............................. 4.42 % 
326 Diesel Pumping Equipment ..................... 1 5.00 %.............................. 4.42 % 

Gasoline Engine Pumps ..................... .) ..... 5.01 % .............................. 4.42 % 

~ Structures & Improvements ............... J..... 1.67 %.............................. 1.67 % 

Other Power Production ........................... 4.42 % 
~ 

Water Treatment Equipment ............... 1 ..... 4.00 % .............................. 4.00 % 

Structures & Improvement . . . . . . . . . . . . . . . . . . . . . . . .  2.00 % 
Transmission & Distribution 1 

Reservoirs & Storage Tanks .................... 1.67 % .............................. 1.67 % 

Services .................................................... 2.48 % .............................. 2.48 % 
343 Transmission & Distribution ................... I 1.53 % .............................. 1.53 % 

Meters ................................................ ..... 2.51 % .............................. 2.51 % 

Other Distribution ................................... 2.00 % 
Hydrants ............................................. J..... 2.00 %.............................. 2.00 % 

Structures & Improvements .................... 1.67 %.............................. 1.68 % 
Office Furniture/Equipment ..................... 4.59 %.............................. 4.55 % 

Stores Equipment ..................................... 3.91 %.............................. 3.92 % 

Lab Equipment ........................................ 3.71 %.............................. 3.71 % 

Communication Equipment ............... j... 10.30 % ............................ 10.28 % 

1 1 

I_.(.- Power Operated Equipment ............... i ..... 5.20 % .............................. 5.14 % 

Miscellaneous Equipment .................. / ..... 4.93 % .............................. 4.98 % 

I 
I 

I 



I 
I 
1 
I 
'I 
I 
II 
I 
I 
I 
I 
1 
I 
I 
I 
I 
1 

them Wastewater 
Treatment and Discharge 
311 Structures & Improvements . . . . . . . . . . . . . . . . . . . . .  5.00 % 
312 Preliminary Treatment ........................ I.... 5.00 % 
313 Primary Treatment Equipment ............ I.... 5.00 % 
314 Secondary Treatment Equipment ............. 5.00 % 
315 Tertiary Equipment .................................. 5.00 % 
3 16 Disinfection Equipment .......................... 5 .OO % 
317 Effluent Lift Station E .............................. 8.40 % 
3 1 8 Outfall Line.. ........................................... 5 .OO % 
3 19 
321 Influent Lift Station ............................. 8.40 % 
322 General Treatment Equipment ............I.... 5.00 % 
Collection and Influent I 
341 
342 .... 8.40 % 
343 Collection Mains ..................................... 2.04 % 
344 Force Mains ............................................ 2.07 % 
345 Discharge Services .................................. 2.04 % 
348 Manholes ................................................. I 2.03 % 
General 
390 Structures & Improvements ..................... 1.68 % 
391 Office FurnitureRquipment ..................... 4.55 % 
391.1 Computers ................................................ 4.55 % 
392 Transportation Equipment .................. I.. 25.00 % 
393 Stores Equipment .................................... 3.92 % 
394 Tools ........................................................ 4.14 % 
395 Lab Equipment ......................................... 3.71 % 
396 Power Operated Equipment ..................... 5.14 % 
397 Communication Equipment .................. 10.28 % 

................... 4 .... 4.98 % 

1 

Sludge, Treatment & Distribution ........... 5.00 % 1 
i- 

Structures & hprovements ................ ' .... 1.67 % 
Collection System Lift Stations .......... 1 

: 
398 Miscellaneous Equipment 1 

I 

~ 

I 
I 
1 
I 
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I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I 
Replace column pipe Agua Fria Well # 4.2 1 $28,484 

I 
I $29,139 

$2,976 

$2,837 

Replace pump at Agua Fria Well # 1.1 

Replace 150 HP motor Agua Fria WP#1 

Replace mechanical seal booster pump #4 S Village Plant 
Replace mechanical seal booster pump #3 S i Village Plant $4,099 

SCG well #2, repair 10 inch check valve Pum Eq $2,561 

$5,229 Blanket hydro repair 

CC-MWD Waddell Plant Asst Dist  reservoir^ $44,897 

Security - Site Fencing I $43,696 

$95,275 

$ 123,261 

Security - Tank Overflow Valves 

$67,549 

~ 

P I 

I 

I 
I 
I 

Security - Tank Vents 1 

I 

, 
: 

AZ TradCWF Emergency Interconnection I 
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INTRODUCTION 

Q- 
A. 

Q. 
A. 

Q* 
A. 

Q. 
A. 

Q. 
A. 

Q* 
A. 

Please state your name and busi 

My name is Dorothy Hains. h 

Phoenix, Arizona 85007. 

By whom and in what position a 

I am employed by the Arizona 

Engineer - WaterNastewater in tl 

How long have you been emploj 

I have been employed by the Con: 

What are your responsibilities a 

Among other responsibilities, I 

systems; obtain data, prepare orig 

reports; interpret rules and rem‘ 

recommendations on water and \ 

:ss address. 

business address is 1200 West Washington Street, 

5 you employed? 

xporation Commission (“Commission”) as a Utilities 

Utilities Division. 

d by the Commission? 

d o n  since January 1998. 

a Utilities Engineer - WaterNastewater? 

spect, investigate and evaluate water and wastewater 

a1 cost studies, cost of service studies and investigative 

:ions; suggest corrective action and provide technical 

istewater system deficiencies; and provide written and 

oral testimony on rate applications and other cases before the Commission. 

How many companies have you1 analyzed for the Utilities Division? 

I have analyzed approximately 7 companies covering these various responsibilities for the 

Utilities Division. 6 
Have you previously testified bdfore this Commission? 

Yes, I have testified before this C mmission. P 
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Q- 
A. 

Q* 
A. 

Q- 
A. 

What is your educational 

I graduated from Alabama Birmingham in 1 with a Bachelor of Science 

degree in Civil Engineering. 

Briefly describe your pertinent ork experience. 

Prior to my employment with th Commission, I was an Environmental Engineer for the 

Arizona Department of EnViro 1 ental Quality, for ten years. Prior to that, I was an 

Engineering Technician with . F. Hains, Hydrology in Northport, Alabama for 

approximately five years. 

Please state your professional 

I am a member of the 

Civil Engineer in Arizona. 

registrations, and licenses. 

Engineering (“ASCE’)). I am a registered 

PURPOSE OF TESTIMONY I 
Q. 
A. 

Q* 
A. 

What was your assignment 

My assignment was to 

systems of the 

rate proceeding? 

engineering evaluations of water and wastewater 

Company, Sun City District (“Sun City”). 

What is the purpose of your 

To present the findings of 

wastewater operations. Those 

prepared for this proceeding. 

DMH-2 (wastewater), in this 

in this proceeding? 

evaluations of Sun City’s water and 

in the Engineering Reports that I have 

as Exhibits DMH-1 (water) and 
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ENGINEERING REPORT 

Q. 

A. 

Q- 
A. 

Would you briefly describe whpt was involved in preparing the Engineering Report 

for the water and wastewater o erations in this rate proceeding? 

After reviewing Sun City’s r e application, I physically inspected the water and 

wastewater systems to evaluate i s operations and to determine which plant items were or 

were not used and useful. I c 
I 

the Maricopa County Environmental Services 

Department (“‘MCESD”) and &zona Department of Water Resources (“ADWR”) to 

determine if the systems were in compliance with the Arizona Department of 

Environmental Quality (“‘ADEQ1’) and ADWR requirements. I also contacted ADEQ to 

determine whether the Tolleson astewater Treatment Plant was in compliance with the 

Clean Water Act water quality requirements. I obtained information fiom Sun City 

year plant and analyzed that inf rmation. Based on this data, I made my evaluations and 

prepared Staffs Engineering R a orts. 

I 

regarding water testing and wat i r usage, Reproduction Cost New (“RCN”) and post-test 

Please describe the informatio contained in Exhibits DMH-1 and DMH-2. 

Exhibit DMH-1 is the Enginee g Report for Sun City‘s water operation, this Report is 

divided into three general se tions: 1) Purpose of Report; 2) Discussions, and 3) 

Conclusions and Recommenduti ns The Discussions section is further divided into eleven 1 
0 

subsections: A) Location of 

Compliance; E) Arizona 

Compliance; G) Water 

em; B) Description of System; C) Arsenic; D) MCESD 

ration Commission (“ACC”) Compliance; F) ADWR 

H) Water Use; I) Growth, J) Depreciation Rates 

and K) Others. 

Exhibit DMH-2 is the Engineeridg Report for Sun City’s wastewater operation, this Report 

can be divided into three gener a 1 sections: 1) Purpose of Report; 2) Discussions, and 3) 

Conclusions and Recommendatips The Discussions section can be further divided into 

eight subsections: A) Locati 0 n of System; B) Description of System; C) ADEQ 
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Compliance; D) ACC Complianc ; E) Wastewater Flow Rate; F) Growth, G) Depreciation 

Rates and H) Others. 
e 

CONCLUSIONS AND RECOMMEN~ATIONS 

Q. 
A. 

What are Staffs conclusions an recommendations regarding Sun City’s operations? 

Based upon Staffs engineering valuation of Sun City’s operations, Staff has concluded 

the following: 

Recommendations 

For water system: 

6 

‘ M  

Staff recommends that S 
Exhibit DMH-1 be used proceeding. 

City’s water depreciation rates delineated in Figure 6 

Staff has evaluated Sun City Water’s Reproduction Cost New (‘RCN”) and 
not be accepted for purposes of setting rates in this recommends that its valu 

proceeding. 

Staff recommends that S City’s water original cost plant in service value be 
adjusted by $1,386,148 to reflect the removal of certain plant items that were 
determined to be not used d d  useful during the test year. 

.pl 

Staff recommends that S$ City file a curtailment tariff within 90 days after a 
decision is issued in this prqceeding. 

Staff recommends the ado 
Installation Charges 
recommends 

of Sun City Water proposed Service Line and Meter 
2 inch meter size. For the 2 inch meter size, Staff 

Staff recommends the acce tance without adjustment of Sun City Water’s revised Pro 
Forma Plant Schedule B-2, t page 9 supplied in data response JAC-13-5, provided by 
Mr. Tom Bourassa Howe.ber, this “used and useful” determination does not imply a 
specific treatment for rate b b e  or rate making purposes. 

rastewater system: I 
Staff has evaluated Sun 
be accepted for purposes 

Wastewater’s RCN and recommends that its value not 
rates in this proceeding. 

Staff recommends that th 
Figure 6 Exhibit DMH-2 b used for this proceeding. 

Sun City’s wastewater depreciation rates delineated in 
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3) Staff recommends that Sun 

to be not used and useful d d n g  the test year. 

ity Wastewater's original cost plant in service value be 
adjusted by $15,547 to refle the removal of certain plant items that were determined 

4) Staff recommends the acceptance without adjustment of Sun City Water's revised Pro 
Forma Plant Schedule B-2, age 9 supplied in data response JAC-13-5, provided by 
Mr. Tom Bourassa. Howev r, this "used and useful" determination does not imply a 
specific treatment for rate b H e or rate making purposes. 

I Conclusions: I 

For water system: I 
1) MCESD has determined Sun City's system is currently delivering water that 

required by Arizona Administrative Code, Title 18, meets the water quality 
Chapter 4; 

2) At the present time, Sun City Water meets the new arsenic maximum contaminant 
level ('McL")  requirement;^ 

3) Sun City is within the Pho 
the ADWR monitoring and 

Active Management Area and is in compliance with 

4) Sun City has 9.65 percent water loss which is within acceptable limits. 

5 )  Staff considers the report d water testing expenses for the Sun City District 
reasonable. e 

For wastewater system: I 

Staff concludes that 
necessary and 

olleson WWTP filter media replacement project is 
that the method used to allocate a share of the cost to 

Sun City does not own 
collects the wastewater in 
Town of Tolleson 
and disposal. 
substantial 

operate a wastewater treatment plant. The Company 
CC&N's area, and then transports the wastewater to the 

Treatment Plant ("Tolleson WWTP") for treatment 
that the Tolleson WWTP is currently in 

The Sun City Wastewater District has no outstanding ACC compliance issues. 
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REPRODUCTION COST NEW ANAdYSIS 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Q. 
A. 

What is a Reproduction Cost N$r (“RCN”) study? 

A Reproduction Cost New is a valuation study which estimates the cost of 

reproducing the utility’s plant items. Trend factors (i.e., inflatiodcost 

indexes), such as those published y Handy-Whitman, are applied to the original cost of the 

plant to estimate its value today. The trend factors used vary depending on the type of 

plant and the year the plant was t alled. 

Did Arizona-American Water dompany (LLAz-Am”) submit a RCN study? 

Az-Am submitted an RCN asset 1 t sting for the year ending December 3 1,2001. This RCN 

reported the following original co t, plant in service values: 

RCN 
6 

originai cost 

$39,36 ,286 $88,619,890 

$49,324,865 Sun City Wastewater $17,88 i ,373 

Sun City Water 

What is Staffs position concerjing the RCN study, which was submitted by &-Am in 

this proceeding? 

Staff has evaluated the RCN 1 for Sun City Water and Sun City Wastewater and 

recommends that the RCN valuds not be accepted for the purpose of setting rates in this 

I proceeding. 

I 

Why has Staff taken that position? 

Staff has many reasons, which in lude: 

The Az-Am RCN is no m 
even if an asset item is 
considered, the RCN 
reconstruct existing 

P 
1) than “asset listings” that list all the assets of the utility 

abandoned or no longer exists. If an RCN is to be 
be a “valuation study” to reproduce, replace or 

(actual plant that is used and useful). 

For example: Sun City Water included six wells (Well #4B, old 4C, 17A, 18C-1, 19C 
and 33B) in the RCN even ihough these wells are no Ionger in service. 

2) The Az-Am RCNs have indomplete Plant Descriptions and Quantities. 
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For example: Sun City 
“Unidentified” (three of tl 
RCN Asset Listing did nc 
(See the Table below.) 6 
which could mean no plan 
factor that makes the RCN 

Asset # Description 
167341 5 Unidentifie 
1673399 Organizatic 
1673416 Unidenti fie 
1673429 Unidenti fie 
1673668 Franchise and 

1673400 1 Land & Land E 
I 3118536 I 

The Handy-Whitman Fac 
index number for all plant 
arranged to follow the c la  
Commissioners (“NARUC 

All plant items were trel 
should only be used for 2: 

such as office fbmiture, cc 
and communication equip1 

In some instances, orgar 
trended. These Accounts I 

&-Am added corporate a 
identification which make! 

For example, responses tc 
plant costs and corporate a 

Wastewater had five asset listing items shown as 
m were in “Organization” and “Franchises”.) Az-Am’s 
provide the “Quantities” for a majority of plant items. 
fact, some of these plant items show quantities of zero 
items exist for the asset listing item. This is just another 
uestionable with regard to its accuracy. 

I Qty I Acquisition Date I Original Cost ($) I 
1 1  19740701 34 
I o  1995071 5 122,339 

1 19740701 477 
1 19760701 I 3,310 

:0 0 1995 12 15 1,209 
:0 0 19971 115 1,136 

19740701 
199612 15 9,626 
199601 15 5,656 
20010731 

rs were not used properly. Az-Am used a composite 
ccounts. The actual Handy-Whitman Index numbers are 
fication of the National Association of Regulatory Utility 
I Account numbers and differ by geographical regions. 

ed using the Handy-Whitman index. Handy-Whitman 
lity construction and should not be used for plant items 
nputer, transportation equipment, stores, tools, & garage, 
mts. 

:ation, franchises, and land costs & land rights were 
ould not be trended in RCN studies. 

xhead to the asset items in a haphazard fashion without 
t impossible to perform an accurate RCN. 

Jata request JAC-13-4, the Company lists the following 
xhead for Sun City Water and Wastewater District: 
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For Sun City Wastewater: 

For Sun City Water 1 

2 

3 

4 

5 

i 

Pasts Asset Class Description Labor/ Corporate 

Engineering Overhead 

$1,245 $4,876 

$34,860 $1 1,887 

Asset #. 

1676920 

3059197 

3 127723 

I 
I 
I 

I 
I 
I 
I 

W32800 $49,373 Diesel  engine 
I 

2 5 0 a  motor (Well $10,220 W32500 (Elm 

P a p i n g  

$53,846 $23,848 $8,392 

I 

Desc “Ip tion Parts/ Labor/ Corporate 

Overhead 

Unaccountable 

for invoices 

Asset 

No. 

Asset Class 

Engineering 

$869,687 $100,114 $1,323 I 
I 

I 
I 
I 
1 
I 

~1 

T34400 (Force 

Mains) 

3052574 

Subm rsible 

P U P  e I 

$14,873 $36,420 3140419 T34200 

(Collection 

System Lift) 

T34300 

(Collection 

Mains) 

$119,865 $161,075 3051337 8” PVC 

sewer line 

$103,395 $27,006 309 1369 T34300 

(Collection 

Mains) 

8” SDk35 

PVC $ewer 

line ~ 
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7) No contributed plant 

8) Audited portions of plant in service. 

entified or removed fiom the plant in service base. 

Q- 
A. 

Q* 
A. 

\ 

Why didn’t Staff amend or revi e the RCN submitted by &-Am? 

A properly prepared RCN study egins with a complete inventory of the plant-in-service 

that is used and useful. The app opriate trend factors are then applied to reproduce each 

plant item at today’s cost. The N is only valid if the person preparing the study knows 

precisely what the plant item is s that the appropriate trend factor is applied. In order to 

conduct a RCN study, the followdg information needs to be provided: 
.r 

a. Complete plant the plant-in-service for each independent system 
including the installed. Such plant would include wells, booster 

tanks, mains, meters, treatment equipment, 
structures, etc. 

b. Verification of plant item br/md names, size and quantities. 

As discussed above, Staff found1 the methodology and data for the Az-Am RCN to be 

irreparably flawed. To 

large and complex as this, 

responsibility of &-Am, 

fiom a zero base starting place for a company as 

beyond the resources of Staff. Moreover, it is the sole 

the consideration of an RCN in a rate making 

proceeding, to prepare and presen a valid and understandable study. t 
Does this conclude your pre-filed testimony? 

Yes, it does. 
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EXECUTIVE SUMMARY 

Recommendations: 

I. 

rr. 

111. 

Iv. 

V. 

VI. 

Staff recommends that the Arizona-& 
(“Sun City Water”) depreciation rates c 
(See §J of report for discussion and detail 

Staff recommends that Sun City Water’t 
$1,386,148 to reflect the removal of cert 
and useful during the test year. (See §IC ( 

Staff recommends that Sun City Water fi 
is issued in this proceeding. (See §K for 

Staff recommends the adoption of Su 
InstalIation Charges except for the 2 ii 
recommends adopting a charge of “At Cc 

EXHIBIT DMH-1 

Engineering Report 
For Arizona-American Water Company’s 
Sun City Water Division 
Docket No. WS-01303A-02-0868 
(Rate Increase Application) 

By Dorothy Hains 

August 2003 

ican Water Company Sun City Water Division 
heated in Figure 6 be used for this proceeding. 
I. 

riginal cost plant in service value be adjusted by 
1 plant items that were determined not to be used 
report for discussion and details.). 

a curtailment tariff within 90 days after a decision 
ther discussion of this recommendation.) 

City Water proposed Service Line and Meter 
h meter size. For the 2 inch meter size, Staff 
’. (See §K of report for discussion and details.) 

Staff has evaluated Sun City Water’s kCN and recommends that its cost values not be 
accepted for purposes of setting rates in is proceeding. (See §K of report for discussion and 
details.). 

Staff recommends the acceptance with+ adjustment of the Sun City Water’s revised Pro 

Bourassa. 
determination does not imply a specific treatment for rate base or rate making purposes. 

Forma Plant Schedule B-2, page 9 lied in data response JAC-13-5, provided by Mr. 
and details.). However, this “used and useful” (See §IC of report for 
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the Sun City District reasonable. (See §GI 
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of report for discussion and details.) 

Conclusions: 

I. 

11. 

111. 

Iv. 

V. 

VI. 

Maricopa County Environmental 
system is currently delivering 
Arizona Administrative Code, 
financing.) 

Department (“MCESD’) has determined that this 
meets the water quality standards required by 
Chapter 4. (See OD for a discussion of the 

At the present time Sun City Water m+ts the new arsenic maximum contaminant level 
(“MCL”) requirement. (See $C of report $x discussion and details.) 

Sun City Water is within the Phoenix Actike Management Area and is in compliance with the 
Arizona Department of Water Resource (“ADWR”) monitoring and reporting rules. (See §F 
of report for discussion and details.) 1 
Sun City Water has 9.65 percent water 1 ss which is within acceptable limits. (See §H of 
report for discussion and details.) b 
Sun City Water is proposing that $2,096,400 of post test year plant additions be included for 
rate setting purposes in this rate procee 
in service before December 3 1,2002, 
an engineering perspective. (See $K 

Staff has confirmed that these plant items were 
these plant items to be used and useful from 

discussion and details.) 
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Year 

(19xx) 
Drilled 

A. LOCATION OF COMPANY I 

Casin4 Well Well Pump Pump Yield 

(inche) I (ft) Size 
Size Depth Meter (HP) (GPM) 

Arizona-American Water Company Sun City Division (“Sun City Water” or “Company” or 
“Arizona-American”) serves water to approxima t ely 2 1,743 customers and is located in the Town of 
Sun City which is west of the City of Phoenix 
of Sun City Water, and Figure 2 describes the 

County. Figure 1 describes the location 
of Convenience and Necessity (“CC&N”) 

area of Sun City Water. 

51 

B DESCRIPTION OF THE WATER SY$TEM 

(inches) 
20 900 10 250 1575 

The plant facilities were visited on Februarq 24, 2003 by Dorothy Hains, Utilities Engineer, 
accompanied by Tom DeYoung, Operation Supefintendent of the Company’s water system. 

System Analysis i 
The system contains seven water plants which consist of eighteen drinking water wells that are 
capable of producing a total flow of 25,290 gall d ns per minute (“GPM’), an irrigation well and 8.47 
million gallons of storage capacity. The water system has adequate storage and well production. 
Figures 3A and 3B provide a process schematic showing both the active and inactive water systems 
of Sun City Water. 

Well1 Data 

ing Water Wells 

New 
Well 
# 

1.1 
1.2 
2.1 
2.2 
2.3 
3.1 
4.1 
5.1 
5.2 
5.3 
5.4 
5.5 
6.1 
6.2 
6.3 
8.1 
8.2 
8.3 

606529 

606532 
606530 

18C-2 608176 

29A I 60653 1 
606528 
606524 
606525 
606523 

5D I 606522 
606521 
606534 
574914 
606520 

9A 1 606526 . . 

606535 
31D I 606536 

74 16 1215 8 400 1765 
99 16 1200 12 250 1200 
73 161 1317 12 450 1820 
56 20 I 1006 12 350 1340 
93 161 1020 12 250 1250 

46/52 20 1000 12 350 1600 
75 16 1214 12 500 1850 
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Well# ADWRNo. Year Well Pump 
55-XXXXXX Drilled Casing Size ~ z2fi (fi) Meter (HP) 

(19xx) (inches) Size 
(inches) 

30A-N 807594 98 16 NIA 81 125 

Active Mgation Well 

Pump Yield 
(GPM) 

650 

Inactive or Cap 

Original 
Cost (per 1 DR 7- 1) 

Ed Drinking Wells 

81,4491 
290.90 1 

Pressure 
Storage 

I 

Tank Two 10,000 gal 
Tank Two 1,250,000 gal 

Note: 1. Well 33B was disconnected due to nitrate contamination. 
2. Well 4B which has a poor has been disconnected and converted to a 

ground water level 
3. Wells 19C and 4C have been capped. 1 

Active Stojrage, Pumping 
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1 Plant #6 (also Well #6.1 Site) I Booster dumps I One75-HP I 
TWO 150-HP 

Pressure rank Two 10,000 gal 
Storage lank Two 1,250,000 gal 

Plant #8 (also Well #8.1 Site) Booster €bmps One 75-HP 
Three 100-HP 

Pressure Tank One 10,000 gal 
Storage Tank Two 675,000 gal 

Inactive Stokage, Pumping 

Distribdtion Mains 

Meters 

Size (inches) Quantity 

5/8 x 3/4 20,964 
1 247 

~ 

2 607 
3 (comp) 20 
4 (comp) 5 
6 (comp) 11 
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C. ARSENIC I 

The U.S. Environmental Protection Agency 
level (“MCL”) in drinking water from 50 
compliance with the new MCL is January 
Water indicated that the arsenic levels in 
arsenic concentration, Sun City Water 
arsenic level in the existing irrigation 
water produced by this well will not 

”) has reduced the arsenic maximum contaminant 
to 10 pgA. The date for 

most recent lab analysis by the Sun City 
fiom 5 pgA to 9 pg/l. Based on this 
the new arsenic MCL standard (the 

the new arsenic MCL, because 
level in this well should not 

be a concern). 

D. MARICOPA COUNTY ENVIRONME TAL SERVICES DEPARTMENT (“MCESD”) 
COMPLIANCE 

Based on a memorandum dated April 2, 200 fi-om Maricopa County Environmental Services 
Department (“MCESD”), MCESD has that Sun City Water is currently delivering water 
that does not exceed any MCL and Water Act quality requirements. 

E. ARIZONA CORPORATION COMMI/SSION ~ A C C ” )  COMPLIANCE 

A check with the Utilities Division Compliance qnit showed no outstanding compliance issues. 

F. ARIZONA DEPARTMENT OF W A T ~ R  RESOURCES (“ADWR”) COMPLIANCE 

Sun City Water is within ADWR’s Phoenix 
subject to reporting and conservation rules 
Sun City Water is in total compliance with 

Management Area (“AMA”), and consequently is 
requirements). The Phoenix AMA reported that 

reporting and conservation rules. 

G. WATER TESTING EXPENSES I 

The Company reported water testing expenses 
test year ending December 3 1,2001. Staff 

Sun City Water of $6,878 on Schedule C-1 for the 
the reported expense reasonable. 

I 

H. WATERUSE I 

1. Water Sold 

Based on information provided by the Sun 
Figure 4. The high monthly water use was 
and the low monthly water use was 458 

water use for the year 2002 is presented in 
day (“gpd”) per connection in September, 

in March. The average annual use was 
644 gpd per connection. 

2. Non-account Water 

Non-account water should be 10 percent or less “d never more than 15 percent. It is important to be 
able to reconcile the difference between water qold and the water produced by the source. A water 
balance will allow a water company to identify! water and revenue losses due to leakage, theft, and 

acceptable limits. 
flushing. Non-account water for Sun City Wat was calculated to be 9.59 percent which is within 
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I. GROWTH I 

Figure 5 shows customer growth based on Sut City Water’s estimates. Staff has reviewed the 
Company’s growth estimates and finds them tq be reasonable. Because of the recent changes in 
Company ownership reliable data which could be used by Staff to estimate growth based on a linear 
regression analysis is not available. Sun City 
by the Company within next three years. 
customers per year in Sun City Water’s 

estimates that 22,093 customers will be served 
estimate, Staff calculated a growth rate of 121 

J. DEPRECIATION RATES I 
The Company and staff conducted studies for Sun City Water in its prior rate 
proceeding. The Commission’s (Decision 60172, dated May 7, 1997) 
ordered the Company to rates. These rates are presented in 
Figure 6. The is recommended that the Company 
continue to use the 

K. OTHERS I 

I 1.  Post-Test Year Plant I 

The Company is requesting inclusion of ce “n capital improvements after the test year ending 
December 31, 2001. These are the same imp ovements as shown in the Company’s revised Pro 
Forma Plant Schedules B-2, page 9 supplied in data response JAC-13-5, provided by Mr. Tom 
Bourassa. Post test year improvements were i spected during the month of February of 2003 and 
represent calendar year 2002 additions. All major additions which were field auditable were 
inspected. There were some items that were no 1 auditable or were not practical to audit @e., such as 
inter-office allocation of software costs, bladdet repair accounts for mains, meters, pumps, etc.). 
However, every item which was auditable was n place, exactly as described, and operating, with no 
exceptions. i 
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7. Replace Clz Unit @Well 2.3 
8. Replace C12 Unit @Well 2.2 
9. Replace pump bowls @ Well 3.1 
10. Repair 400-HP pump motor @Well 
6.2) 
1 1. Repair 4" air relief valve @ Well 5D 
12. Repair 400-HP pump thrust @ Well 

Table 2 Arizona-American Wate Company Sun City Water Division 
2002 Post Test J lear Plant Additions 

4D (Well 

(Well 5.4) 
17E (Well 

Acct 
No. 

304 

311 

Water Treatment Equipment 
1. Youngtown Well 18C-2 (Wel11.2) Clz 

320 
Unit 

Description I Amount ($) 

32,999.91 
22,638.81 

50,707.35 

107,102.17 

28,796.72 
8,457.51 

32,22 1.3 1 
1,247.30 
5,925.22 
7,450.28 
2,195.78 
2,195.78 

28,215.42 
15,934.37 
1,783.29 
8,487.80 

44,220.99 
3,2 12.92 
5,434.44 

34,826.70 
24,767.98 

6,207.3 1 

3,880.61 

5.357.28 

Total ($) 

213,448 

265,462 

5,357 
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Distribution Reservoir and Steel Tank 
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1. Install total 13 security tank overflow ,valves 227,845.54 

2. Install total 13 security tank valves G&P #1,2,3, 229,732.01 
@WP #I, 2,3,5,6 & 8. 

5,6 & 8 & 11 tank security ladders @ WP #I, 2, 
3,5,6 & 8. ~ 

Transmission and Distribution 
1. Blk Main Rep 12” 
2. Blk Main Rep 10” 
3. Blk Main Rep 6” 
4. Blk Main Rep 4” 
5. Blk Main Rep 8” 
6. C C - W e l l  Fill Ln-Pit 1-Mains 
7, CC-Oakmont Dr. Mn Repl Mains 

Hvdrants i 

2,924.08 
4,265.02 

25,544.36 
29,845.72 
23,577.76 

455,933.93 
139,696.47 

’ 
~ 

- 
330 

33 1 

335 

340 

341 

346 

2. 

681,787 

16,772 

8. Neptune 9800 meter reading equipment 
Transportation Equipment 

1 .Blk Hyd Rep 

5 1,709.08 
150,937 

2. CC-Oakmont Dr. Mn Repl Mains 
Office Furniture and Equipment 
1. Corporate Office/IT allocation 
2. Auto CAD upgrade 
3. HP designjet 550Ops plotter 
4. License Windows 2000 ADV SVR 
5 .  IBM laptop Director Of Finance 
6. II3M Netvista P4 2.0 gig & monitor 
7. OPS System software & equipment 

5. New Vehicle SC #110 

13,03 1.16 
3,740.77 

1 45,449.68 
2,285.92 

16,770.14 
1,418.03 
2,493.63 
1,780.09 

42,696.75 

264,603 

50,22 1.64 
I 

I Communication Equipment 
1. Corporate Office/IT allocation 

- -  
I. sc 72 w/sc 1 1 
2. New Vehicle SC #4 
3. New Vehicle SC #12 
4. New Vehicle SC #14 
5. New Vehicle SC #lo9 

40,156 
35,254.2 1 

17,843.57 
18,008.99 
23,777.43 
18,960.02 
22,125.1 

2. Router Cisco Surprise 
Total 

4,902.1 
2,096,100 2,096,100 

I Reproduction Cost New (“‘RCN”) I 

Sun City Water submitted an RCN Asset Listin for the year ending December 3 1,2001. This RCN 
reported an Original Cost plant-in-service value f $39,364,286 and an RCN plant-in-service value of 
$88,619,890. Staff has evaluated Sun City v! ater’s RCN and recommends that its value not be 
accepted for purposes of setting rates in this roceeding. (For further discussion, see my direct 
testimony.) P 
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C A  ct date 

3d7 1 01-Jul -71 

3c7 1 0 1 -J~l-72 

3c7 1 0 1-Jul-73 

4 3. Original Cost roc”) Deduction 

During the site inspection, Staff discovered that ells (Well #4B, old 4C, 17A, 18C-1, 19C and 33B) 
and its associated plants are permanently disco ected from the systems. Staff has determined those 
items are not used and useful during the test ye Staff also determined that computer accounts for 
“BANNER CONVERSION” are not used a d useful during the test year. Therefore, Staff 
recommends that the total OC of these plant ite s of $1,386,198 be removed from plant-in-service. 
Retired andor abandoned items and their associ h ted OC values are listed in the table below. 

Original Cost 

1,3,8 10.22 

2 1,200.73 

290,901.36 

Asset 
ID 

0 3q7 

167388 
4 

15-Jul-95 17,565.46 

167389 
8 

I 

0 
307 

167390 
8 

15-Jul-95 10,994.78 

167466 
2 
167466 
3 
167425 
6 
167425 
7 
167488 
5 

167426 
6 
167478 
2 

307 

167478 
3 

1 0 1 -Jul-78 2 1,258.72 

167489 
9 
16749 1 
1 
167491 
2 
167491 
3 
167502 
3 

3c 

167502 

7 0 0 1-Jul-88 25,936.89 

Description 

Sub 
TotaJ 

Wells 
Well #17A 

$407,025 

Well 4B 

311 

Old Well #4C 

0 1 5- Jul-9 5 4,014.41 

ACQU WELL 
19c 
ACQU WELL 
18C- 1 

311 

3 11 

311 

311 

311 

Well #33B (per 
czn2002a 1 2) 
Well #33B (per 
czn2002a 1 2) 
Well #33B (per 
czn2002a-1-2) 

0 15-Jul-95 1,642.76 

1 0 15-Jul-95 2,23 5.67 

0 15-Jul-95 394.94 

0 15-Jul-95 2,919.57 

0 15-Jul-95 2,499.63 

Pumps 
Booster pump 
(Youngtown) 
Valve 
(Youngtown) 
200HP Motor 
(Youngtown) 
Starter Motor 
(Youngtown) 
Booster pump 
(Youngtown) 
Booster pump 

Booster pump 
(Y oungtown) 
Booster pump 
(Youngtown) 
Booster pump 

(Youngtown) 
311 

311 

311 

Compan 
y Acct 

W3 1400 

W3 1400 

W3 1400 

W3 1400 

W3 1400 

0 15-Jul-95 3,167.54 

0 15-Jul-95 1,025.85 

0 15-Jul-95 1,903.72 

W3 1400 

W3 1400 

W3 1400 

~ 

W32500 

W32500 

W32500 

W32500 

W32500 

W32500 

W32500 

W32500 

W32500 

I I I I 

3d7 I 1 1  01-Jul-78 I 5,356.92 



167521 
4 
167521 
5 
167693 
7 

167693 
9 

167694 
0 

167445 
9 
167478 
5 
167493 
2 
167522 
0 

Equipment 
Desander W33200 320 0 15-Jul-95 2,450 
(Youngtown) 
Desander W33200 320 0 15-Jul-95 1 1,662 
(Youngtown) 
Weight Equipment W33200 320 1 15-Oct-98 2,165.64 
(Well #18C-1 (per 
czn2002a-12) 
Weight Equipment W33200 320 1 15-Oct-98 1,741.78 
(Well #19C (per 
czn2002a 1 2) 
Weight Equipment W33200 320 1 15-0ct-98 1,574.2 
(Well #4B (per 
cm2002a. 1 2) 

Sdb $19,594 
Toial 

Storage Tanks & 
Pressure Tanks 

500,000 gal steel W34200 330 0 15-Jul-95 152,316.00 
tank (Youngtown) 
2,000 gal pressure W34200 330 0 15-Jul-95 15,045.00 
tank (Youngtown) 
Overflow pipe W34200 330 0 15-Jul-95 5,475.00 
(Youngtown) 
Tank (Youngtown) W34200 320 0 15-Jul-95 145,645.00 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

0 15-Jul-95 

Arizona-American Water Company 
Sun City Division 
Docket No. WS-O1303A-02-0868 
Page 13 

734.00 

$319,215 

1675222 12,000 gal pressure I W34200 I 3 3 0  
tank (Youngtown) 

S1-b 

Computer 
Total 

3046186 

3046187 

Equipment 
BANNER W39110 340 
CONVERSION 
BANNER W39110 340 

3046188 
CONVERSION 
BANNER W39110 I P40 

3046189 
CONVERSION 
BANNER W39110 340 

3057430 L A "  Wiring W39110 
~~ 1 :Anthem Az. IS- 1 
3057431 LAN/WAN Wiring W39110 I340 1 for Anthem Az. IS- 

3046190 

3139716 IT-Rep1 Laptop at W39110 340 

CONVERSION 
BANNER W39110 340 

3046191 
CONVERSION 
BANNER W39110 I340 

I laptops for J 1 I 1  

3046192 

Giesen 
iSnb 

CONVERSION 
BANNER W39110 
CONVERSION '340 

1 

1 

1 

1 

3 1-Dec-99 178.42- 

3 1-Dec-99 2,440.41 * 

3 1 -Dec-99 6,352' 

3 1-Dec-99 4,909.05 

(Youngtown $ 

3058309 
Surprise 
IS-07AZ-1 2 W39110 340 

3058310 
laptops for M Clark 
IS-07AZ-1 2 W39110 340 

Power Operated 
Total 

I 

1675121 
Equipment 

TRASH PUMP W39600 311 0 15-Jul-95 669 

$669 

$1,386,148 
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Note: An “*” means that an item is not located  in^ the Sun City Water service area. According to the 
Company, these items are actually located in another District of the Arizona-American Water 
Company ($2,237.44 of computer equip4ent should have been included in the Anthem 
District, $2,440.41 of computer equipment hould have been included in the Aqua Fria District, 

included in the Mohave District. It is unclear 
to Staff in which district the computer equtpment worth $4,909.05 should have been located). 
Staff recommends that these plant amounts Pe transferred to the appropriate district. 

$6,352 of computer equipment should have,been s 

4. Curtailment Tariff i 
A Curtailment plan ~ a r i f f i s  an effective tool tb allow a water company to manage its resources 
during periods of shortages due to pump s, droughts, or other unforeseeable events. Since 
Sun City Water does not have a this application provides an opportune time to 
prepare and file such a tariff. Sun City Water file a curtailment tariff within 
90 days after any decision and order tariff shall be submitted to the Director 
of Utilities Division for his review and Staff further recommends that the tariff shall 
generally conform to the sample on the Commission’s web site 
(IW. cc.state.az. us/utiZi@) or available Commission Staff. 

5. Service Line and Meter Installation Charges 

The Company has requested to change its mdter and service line charges. These charges are 
refundable advances and the Company’s prdposed charges are within Staffs experience of 
reasonable and customary charges, with the exc4ption of the 2 inch meter. Therefore, Staff accepts 
the Company’s proposed meter and service line nstallation charges, with the exception of the 2 inch 
meter. For the 2 inch meters, the typical ch I ges vary according to the meter type (turbine or 

the 2 inch meter size. 
compound). Therefore, Staff recommends g a meter and service line charge of “At Cost” for 

Service Line and Geter Installation Charges 
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FIG1 

SUN CITY WATER DMSI 
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SUN CITY WATER D SION WATER USAGE 

Arizona-American Pater Co. Sun City 
Division Water @age In Year 2002 
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GROWTH IN SUN F1Gr5 CI Y WATER DMSION 

Actual & Projecte4 Growth In Arimna- 
American Water Co. sun City Division Water 

Cb&N 

23000 
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DEPRECIATION RATE mGP6 , FOR WATER SYSTEMS 

1 1 .oo 
12.00 
13 .OO 
14.00 

'20.00 
121.00 
123.00 
125.00 
126.00 

530.00 
331.00 
332.00 

340.00 
341 .OO 
342.00 
343.00 
344.00 
345.00 
346.00 
348.00 
349.00 

389.00 
390.00 
391.00 
391.10 
392.00 
393.00 
394.00 
395.00 
396.00 
397.00 
398.00 
P 

Structures and Improv*ents 
Collecting and Impoun ing Res. 
Lakes, Rive; Other +s 1 
Wells and S rings 

Structures and 
Land and Land Rights 

pumping 

Ither Power 

Iiesel Pumping Equip ent 
3as Engine Pumping t uipment 

Land and Land Rights 

Structures and Improvbments 
Distribution, Reservoits, & ST 
Transmission and Dishbution 
Fire Mains 
Services 
Meters 
Hydrants 
Other Transmission A, Distribution 

Land and Land Ri 

2.5 
0 

2.52 

0 
1.67 
4.42 
4.42 

5 
5.01 

0 
1.67 

4 

0 
2 

1.67 
1.53 

0 
2.48 
2.51 

2 
2 

0 
1.67 
4.59 
4.59 
25 

3.91 
4.02 
3.71 
5.2 
10.3 
4.93 - 
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EXHIBiT DMH-2 

ENGINEERING REPORT FOR ARIZONA- RICAN WATER COMPANY, INC., SUN CITY 

BY DOR ? THY HAINS 

AUG I ST,2003 
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8 .dwater depreciation rates delineated in Figure 6 be 

§G of report for discussion and details.). 

ter’s original cost plant in service value be adjusted 
iin plant items that were determined to be not used 
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\ 

EXECUTIVE SUMMARY 

Recommendations: 

I. 

11. 

111. 

Iv. 

Staff recommends that the Sun City Wa 
used for this proceeding. (See 

Staff recommends that Sun City WasteM 
by $15,547 to reflect the removal of cei 
and usehl during the test year. 

Staff has evaluated Sun City Wastewate 
accepted for purposes of setting rates in 
details). 

Staff recommends the acceptance with0 
Forma Plant Schedule B-2, page 9 suppl 
Bourassa. (See §H of report for discus: 
determination does not imply a specific 

Conclusions: 

I. Staff concludes that the Tolleson Wa 
replacement project is necessary and re; 
of the cost to Sun City Wastewater is 
details). 

11. The Company does not own or operate i 
the wastewater in its CC&N’s area, a 
Tolleson WWTP for treatment and di 
WWTP is currently in substantial comp 
discussion and details.) 

111. The Sun City Wastewater District has 
compliance issues. (See §D of report foi 

Engineering Report 
For Arizona-American Water Company’s 
Sun City Wastewater Division 
Docket No. WS-01303A-02-0868 
(Rate Increase Application) 
By Dorothy Hains 

AUGUST 2003 

‘s  RCN and recommends that its cost values not be 
.is proceeding. (See §H of report for discussion and 

t adjustment of Sun City Wastewater’s revised Pro 
:d in data response JAC-13-5, provided by Mr. Tom 
on and details.) However, this “used and useful” 
treatment for rate base or rate making purposes. 

cewater Treatment Plant (“WWTP”) filter media 
onable and that the method used to allocate a share 
beasonable. (See §H of report for discussion and 

wastewater treatment plant. The Company collects 
3 then transports the wastewater to the Town of 
?osal. ADEQ has determined that the Tolleson 
ance with Clean Water Act. (See §C of report for 

no outstanding Arizona Corporation Commission 
liscussion and details.) 
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Location No. 
Pumps 

11 lfi Ave. Lift Station (@11 l* Ave 2 
& 200 N Olive Ave.) 
Paradise Resort Lift Station 2 
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Pump HP Capacity (gpm 
Per Pump) 

3 100 

7% 175 

A. LOCATION OF COMPANY 

(@,lo950 W Union Hills) 
Youngtown Lift Station (@I 1 1” 2 23 700 

“Company” or “Arizona-American”) serves 
of Sun City which is west of the City of 
location of the Company within Maricopa 

ximately 2 1 , 150 customers, and is located in Town 
in Maricopa County. Figure 1 describes the 

and Figure 2 describes the CC&N area of Sun 
City Wastewater. 

Ave. & Peoria Ave., installed in 
1998) 
Baptist Village Lift Station 
(@11527 W Peoria Ave.) 

B DESCRIPTION OF THE WASTEWATER SYSTEM 

2 7% 160 

The plant facilities were visited on February 25 2003 by Dorothy Hains, in the accompaniment of 
Mark Cardoza, the Company’s Wastewater Plantisuperintendent. 

Paradise Resort Lift Station 
(@lo950 W Union Hills Rd) 
Citrus Point Lift Station (@ 16401 
N 115& Ave., installed in 1999) 

This system consists only of a collection system includes lift stations, force mains and collection 
lines. 

2 ’  7% 175 

2 20 500 

Figure 3 provides a process schematic for the wa tewater system. 1 

Location No. Pump 
Pumps HP 

Rose Garden Lift Station 2 
(@16207 Summer Sunshine, 
retired in 2000) 

Lift Station Facilities 

Capacity (gpm Wet Well Year 
Per Pump) Capacity abandoned 

(gallons) 
20 160 1,000 2000 

Wet Well 
Capacity 
(gallons) 

1,000 

1,700 

4228 

1,76 1 

7,000 

7,900 

5,500 
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Location No. Pumps 

9gth Ave. Metering Station 0 
(a9802 W Olive Ave.) 

I ~I 
‘I 
I 
I 
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~ 

Flow metering 
device 

Yes 
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- \  

4 
6 

0th4 Plant 

- . I  

Vari0C.S 2,983 
Varioqs 2,037 

10 

Force Mains 

Variods I 14,121 

I 

I Size fin inches) I Materihl I Length (feet) 

Size= inches) 
4 
6 
8 
10 

Materib1 Length (in feet) 
Vario4s 122 
variolis 9.795 
vario$s 1,165,936 
Vario4s 64,606 I 

_ _  
15 
18 
21 

Collec ri on Mains 

1 

Variods 16,282 
various 10,442 
Various 8,053 

27 

1 -  12 I Variohs I 3 1.497 I 

VariO$S 1,310 
30 VarioBs 3.247 _ -  

33 
36 

Undetermined 

O E Q )  

The Company does not own or operate a wast water treatment plant. The Company collects the 

Wastewater Treatment Plant (“Tolleson WWT ”) for treatment and disposal. Therefore, neither 
wastewater in its CC&N’s area, and then tr ,” nsports the wastewater to the Town of Tolleson P 

various 839 
various 865 
various 84,488 

Manholed & Cleanouts 

TYPe 
Standard Manhole 

Quantity 
4.3 8 8 

Drop Manhole 
Cleanouts 

c. ARIZONA DEPARTMENT OF (ENVIRONMENTAL QUALITY 
COMPLIANCE I 

0 
733 
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ADEQ nor the Maricopa County Services Department (“MCESD”) regulates the 
Company. However, ADEQ does olleson WWTP. ADEQ has determined that the 
Tolleson WWTP is currently in with Clean Water Act. 

~ 

D. ACC COMPLIANCE 

A check with the Utilities Division Compliance qnit showed no outstanding compliance issues. 

E. WASTEWATER FLOW RATE I 
Table 1 below summarizes the Sun City Wastew ter flow data during 2002 and Figure 4 is a graphic 

average wastewater flow of 180 gallons per dayI(“gpd”) per connection, a high wastewater flow of 
22 1 gpd per connection in March, and a low was ewater flow of 15 1 gpd per connection in May. A 
total of 145,174,000 gallons of wastewater was ollected in March fiom 21,144 connections and a 
total of 98,875,000 gallons of wastewater was col i ected fiom 21,144 customers in May. 

illustration of the same flow data. During this i period, Sun City Wastewater experienced a daily 

Table 1 Wabtewater Flow 

Note: “*” means that data do not represedt full month. 

F. GROWTH I 

Figure 5 shows customer growth based on Sun 
Company’s growth estimates and finds them 
Company ownership reliable data which could 
regression analysis is not available. Sun City 
served by the Company within next three 
116 customers per year in Sun City 

Wastewater’s estimates. Staff has reviewed the 
reasonable. Because of the recent changes in 

by Staff to estimate growth based on a linear 
estimates that 21,498 customers will be 

Staff calculated a growth rate of 
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G. DEPRECIATION RATES 1 
The Company and staff conducted depreciation) studies for Sun City Wastewater in its prior rate 
proceeding. The Commission’s Decision in tha proceeding (Decision 60172, dated May 7, 1997) 
ordered the Company to continue using the exis ng depreciation rates. These rates are presented in 

continue to use the depreciation rates delineated ib Figure 6. 
Figure 6 .  The Company used these rates in this .d proceeding. It is recommended that the Company 

H. OTHERS , I 

1. Tolleson WWTP Trickling Filter Media Replacement Project 

The Tolleson WWTP was installed in 1968 and has a maximum flow capacity of 17.5 million 
gallons per day (“MGD’). In 1999 the U.S. En ‘ronmental Protection Agency (“EPA”) issued 
a National Pollutant Discharge Elimination Syst (“NPDES”) permit for the Tolleson WWTP. 
EPA requires the Tolleson WWTP to meet sec ndary treatment effluent standards before the 
plant’s wastewater is discharged. In order to eet the NPDES discharging limits, Tolleson 
WWTP must reduce 5-day biochemical oxygen ,demand (“BODS”) and total suspended solids 
(“TSS”) levels in the effluent to 30 mg/l each, efore the effluent is discharged into the Gila 
River and/or is delivered to the Palo Verde Nu lear Generation Station for use in the cooling 

i 
towers. i 
A Trickling Filter Media is used in the wastewater treatment process to remove suspended solids in 

P has two trickling filters, an east filter and a west 
filter (named according to their respective locati ns within the plant). The west trickling filter, which 
is the filter being replaced in the subject project, s contained in a circular concrete structure that is 26 
feet deep and 132 feet in diameter. The biomass 7 filter media in the trickling filter has been in service 

the final stages of the process. The Tolleson 

for over 20 years. According to the manufacjture recommendations this filter media should be 

capacity, which Staff finds reasonable. 
replaced every 20 years. The estimated cost of project is $1,694,000 or, $4.76 per cubic foot of 

The Tolleson W”P has requested that the m jor users of the plant help pay for the filter media 
replacement project. Each user’s contribution ount was calculated based on what their wastewater 
flow represented as a percentage of the total w capacity of the plant multiplied times the total 
project cost. Because Sun City Wastewater’s fl f w of 4.7 MGD is about twenty seven percent (27%) 

4 
of the overall Tolleson plant capacity, Sun City astewater was asked to contribute $500,000 which 
represents approximately 27 percent of the total 

After reviewing this proposal and conducting a ite inspection, Staff concludes that the filter media 
replacement project is necessary and reasonable that the method used to allocate a share of the 
cost to Sun City Wastewater is reasonable. 

2. Post-Test Year Plant 

The Company is requesting inclusion of 
December 31, 2001. These are the same 
Forma Plant Schedules B-2, page 9 

capital improvements after the test year ending 
as shown in the Company’s revised Pro 

JAC-13-5, provided by Ivfr. Tom 
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Amount ($) 
3 1,437.27 

Bourassa. Post test year improvements were iI 
represent calendar year 2002 additions. All 
inspected. There were some items that were not 
inter-office allocation of soha re  costs, blanke 
every item which was auditable was in place, ex 

Total ($) 
31,437 

The findings of the field audit support the use, 
shown in Table 2 of $203,874. However, this 
specific treatment for rate base or rate making pi 
will discuss the post test year rate base and rate I 

354 

361 

3 90 

396 

Table 2 Arizona-American Water C 
2002 Post ’ 

Structures & Improvement 
1. Corporate Office It allocation 
Collection Sewers - Gravity 
1. Blkt WW Mn Rep 8” 
Office Furniture & Improvemen 
1. Corporate Office It allocation 
Communication Equipment 
1. Corporate Office It allocation 

Total 

I AcctNo. 1 Descrbtion 

289.57 

138,562.20 

33,584.82 

290 

138,562 

33,585 

3. Reproduction Cost New (‘‘RCN”) 

Sun City Wastewater submitted an RCN Asset I 
RCN reported an OC plant-in-service value of 
$49,324,865. Staff has evaluated Sun City Was 
accepted for purposes of setting rates in this 1 
testimony.) 

4. Chemical Testine Expenses 

The Company does not own or operate a 7 

Wastewater does not have to monitor any speci 
Tolleson WWTP, Sun City Wastewater does oc~ 
in agreement with Sun City Wastewater’s pos 
expenses in this rate proceeding. 

pected during the month of February of 2003 and 
major additions which were field auditable were 
tuditable or were not practical to audit @.e., such as 
repair accounts for sewer mains, etc.). However, 
:tly as described, and operating, with no exceptions. 

rithout adjustment, of the total post test year plant 
’used and useful” determination does not imply a 
poses. The direct testimony of Mr. Darron Carlson 
king treatment in this case. 

mpany -Sun City Wastewater Division 
cst Year Plant 

203,874 I 

sting for the year ending December 3 1,200 1. This 
;17,887,373 and an RCN plant-in-service value of 
water’s RCN and recommends that its value not be 
Soceeding. (For further discussion, see my direct 

istewater treatment plant. Therefore, Sun City 
ed water qualities. However, at the request of the 
isionally test the quality of its wastewater. Staff is 
ion not to seek recovery of any chemical testing 
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, 
Asset ID Item Quantib Account Date Installed Original Cost 

T30300 01-Jul-74 868 

Miscellaneous UNIDENTEIED 1 T39800 0 1 - Jul-75 14,679 

Miscellaneous UNIDENTIFIED 
Intangibles 

Equipment 

l l  

Total 15,547 1 
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5. Original Cost (“OC”) Deduction 
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FI 

LOCATION OF SUN CI'I 

M A R I C O P A  C O L  

4RIZONA-AMERICAN WATER COMPAh'Y 

(2422) AMERICAN PUBLIC SERbIICE COMPAh'Y 

061) BLACK MOUST..UN SEWER CORPORATION 

(2496) LAKE PLEMANT SEWER COMPANY 

JRE 2 

WASTEWATER DMSION 

\ I T Y  ( S E W E R )  

LITCHFIELD PARR SBRVlCE COMPANY 

PlMAUTILITYCOMP.4h'Y 

RAVCHO C.ABRILL0 SEWER COMPANY 

RIO VERDE UTILITIES. INC 
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FIdURE 3 

SUN CITY SEWER SYST~MATIC FLOW DIAGRAM 

n Water Co. Sun City 

Sewer from Coyote 
Lakes Subdivision 

Sewer from Paradise Resort 

I 
Paradise Resort Lift Station 
Sewer pumped to the sewer 
Collection systems. 

Sewer from Baptist \c Sewer from Citrus Point 
Village Nursing Subdivision 
Homes 

Y 

C 
(I) 

I 
Sewer from the Town of 
Youngtown 

+ 
99* Ave Metering Station - Tolleson WWTF 

I 
I 
I 
I 
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SCH~DULES 

( V O L U b  3 OF 3) 

ARIZONA-AMERICAN WATER COMP AN ARIZONA CORPORATION, FOR A 

ITS SUN CITY WEST WATER h D  WASTEWATER DISTRICTS, 

AND HAVASU WATER DIST CTS, ANTHEM AND AGUA FRIA 
SUN CITY WATER AND WAS+EWATER DISTRICTS, MOHAVE 

WATER AND WASTEWATER DIST CTS, AND TUBAC WATER DISTRICT P 
SEPTEMBER 5,2003 



SUN CITY WEST 
WATER 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN C17 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

REVENUE REQUIREMENT 

LINE 
NO. DESCRIPTION 

1 Adjusted Rate Base 

2 Adjusted Operating Income/(Loss) 

3 

4 Required Rate of Return 

5 

Current Rate of Return (L2 / L1) 

Required Operating Income (L4 x L1) 

6 Operating Income Deficiency/(Excess) (L5 - L2 

7 Gross Revenue Conversion Factor 

8 Required Revenue Increase/(Decrease) (L7 x I 

9 Adjusted Test Year Revenue 

10 Proposed Annual Revenue (L8 + L9) 

I 
I 
I 
I 
I 
I 
1 
I 

11 Required Increase/Decrease in Revenue (%) 

12 Rate of Return on Common Equity (%) 

References: 
Column [A]: Company Schedules A-I, A-2, & C 
Columns [B] & [C]: Staff Schedules All-I, DW( 

NEST WATER 

[AI 
COMPANY 

FAIR 
VALUE 

$ 16,407,510 

$ 361,288 

2.20% 

7.75% 

$ 1,271,582 

$ 910,294 

1.62860 

$ 1,482,505 

$ 3,380,774 

$ 4,863,279 

43.85% 

11 50% 

I ,  DWC-3, & JMR-9 

Schedule DWC-1 

PI [CI 
STAFF STAFF 

0 RIG I NAL FA1 R 
VALUE COST 

$ 12,063,516 $ 12,063,516 

$ 555,034 $ 555,034 

4.60% 4.60% 

6.6% 6.6% 

$ 793,779 $ 793,779 

$ 238,746 $ 238,746 

1.62863 1.62863 

I $ 388,829 I $ 388,829 I 
$ 3,380,774 $ 3,380,774 

$ 3,769,603 $ 3,769,603 

11.50% 11 50% 

9.7% 9.7% 
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ARIZONA-AMERICAN WATER COMPANY, INC. -SUN CITY WEST WATER 
Oocket No. WS-01303A-024867 et al. 
Test Year Ended December 31,2001 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. DESCRIPTION 

Calculation of Gross Revenue Conversion Factor 
1 Billings 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 
5 Subtotal (L3 - L4) 
6 

Combined Federal and State Tax Rate (Line 17) 

Revenue Conversion Factor (L1 I L5) 

Calculation of Uncollecffible Factor 

Combined Federal and State Tax Rate (Line 17) 
One Minus Combined income Tax Rate (L7 - L8 ) 

Uncollectible Factor (L9 x L10 ) 

Calculation of Effective Tax Rate 
12 Operating Income Before Taxes (Anzona Taxable Income) 
13 Anzona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 40) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 + L16) 

7 Unity 
8 
9 
10 Uncollectible Rate 
11 

18 Required Operating Income (Schedule DWC-1. Col. [B], Line 5) 
19 Adjusted Test Year Operating Income (Loss) (Sch. All-1, Col. [C]. I 
20 Required Increase in Operating Income (L18 - L19) 

21 Income Taxes on Recommended Revenue (Col. [D], L39) 
22 Income Taxes on Test Year Revenue (Col. [B]. L39) 
23 Required Increase in Revenue to Provide for Income Taxes (L21 - 
24 Recommended Revenue Requirement (Schedule DWC-I, Col. [E] 
25 Uncollectible Rate (Line 10) 
26 Uncollectible Expense on Recommended Revenue (L24 x L25) 
27 Adjusted Test Year Uncollectible Expense 
28 Required Increase in Revenue to Provide for Uncollectible Exp. (L: 

29 Total Required Increase in Revenue (L20 + L23 + L28) 

30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

Cakulafion of Income Tax: 
Revenue (Schedule All-I, Col. [C], Line 5 & Sch. DWC-1, Col. [E], 
Operating Expenses Excluding Income Taxes 
Synchronized Interest (L43) 
Arizona Taxable Income (L30 - L31 - L32) 
Arizona State Income Tax Rate 
Arizona Income Tax (L33 x L34) 
Federal Taxable Income (L33 - L35) 
Federal Income Tax Rate 
Federal Income Tax (L36 x L37) 
Combined Federal and State Income Tax (L35 + L38) 

40 Applicable Federal Income Tax Rate (Cot [D]. L38 - Col [E], L38) 

Calculation of lnterest Svnchronization 
41 Rate Base (Schedule DWC-3, Col [C], Line 17) 
42 Weighted Average Cost of Debt 
43 Synchronized Interest (L41 x L42) 

2 28) 

2 )  

ne 10) 

. L27) 

i e  10) 

100 0000% 
0.0000% 

100.0000% 
38.5989% 
61.401 1% 
1.628635 

100.0000% 
38.5989% 
61 401l0/! - . . . - . . , - 
0.0000% 
0.0000% 

$ 793.779 
$ 555,034 

$ 

$ 285,141 
$ 135,058 

$ 

$ 3,769,603 
0.0000% 

238,746 

150,084 

Schedule DWC-2 

$ 388,829 

STAFF 
Test Year Recommended 

$ 3,380,774 $ 3,769,603 
$ 2,690,682 $ 2,690,682 
$ 340,191 $ 340,191 
$ 349,901 $ 738,730 

6.9680% 6 9680% 

$ 325,520 $ 687,255 
34 0000% 34 0000% 

$ 24,381 $ 

$ 110,677 
$ 135,058 

:OI. [C], L36 - COl. [A], L36) 

$ 12,063,516 
2.82% 

$ 340,191 

51,475 

$ 233,667 
$ 285,141 

34.0000% 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CIT 
Docket No. WS-O1303A-02-0867 et ai. 
Test Year Ended December 31,2001 

RATE BASE - ORIGINAL COST 

LINE 
NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

4 
5 Less: Accumulated Amortization 
6 Net CIAC 

Contributions in Aid of Construction (CIAC) 

7 Advances in Aid of Construction (AIAC) 

8 Customer Deposits 

9 Meter Advances 

10 Deferred Income Tax Credits 

ADD: 

11 Cash Working Capital 

12 Prepayments 

13 Supplies Inventory 

14 Projected Capital Expenditures 

15 Deferred Debits 

16 Citizens Acquisition Adjustment 

17 Original Cost Rate Base 

Adiustments: 
A. Per plant adjustments on Schedule DWC-4 
B. Per accumulated depreciation adjustments 
C. Per acquisition adjustment on Schedule DV 

References: 
Column [A]: Company Schedule B-1 
Column [B]: Staff Schedule DWC-4 
Column [C]: Column [A] + Column [B] 

WEST WATER 

[AI 
COMPANY 

AS 
FILED 

$ 31,153,379 
6,211,024 

$ 24,942,355 

Schedule DWC-3 

[BI [CI 
STAFF 

STAFF AS 
ADJUSTMENTS ADJ ADJUSTED 

$ 336,055 A $ 31,489,434 
90,931 B 6,301,955 

$ 245,124 $ 25,187,479 

971,578 971,578 

12,151 ,I 60 

1,225 

8,164,652 

% 19.983.044 

7 Schedule DWC-4 
2-4 

(3) 

12,151,160 

1,225 

(8,164,652) C 

$ (7,919,528) $ 12,063,516 



I RIZONA-AMERICAN WATER COMPANY. INC . SUN CIN WEST WATER 
DDckel NO Wk01303A-02-0867 el a1 
Tesl Year Ended December 31.2M)l 

Schedule DWC4 

UMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS P 
LINE ACCT 

DESCRIPTION 

PLANTIN SERVICE. 

2 301 00 Organizabon 
3 302 00 Franchises 

lntanqlble 

4 
5 

Iti 
10 
1 1  

16 
17 4; 
22 
23 

29 
30 

35 
36 1; 
41 
42 
43 

48 
49 1; 
54 
55 

303 00 Miscellaneous Intangibles 
Subtotal Intangible 

Source of Suo~lv 
31 0 00 Land & Land Rights 
311 00 Structures & Improvements 
312 00 Collecting & Impounding Reservoirs 
313 00 Lakes, RNem. Other intakes 
314 00 Wells and Spnngs 

Subtotal Source of Supply 

&g.&qJ 
320.00 Land &Land Rights 
321.00 Structures & Improvements 
323.00 Other Power Production 
325.00 Electric Pumping Equipment 
326.00 Diesel Pumping Equipment 
328.10 Gas Engine Pumping Equipment 

Subtotal Pumping 

Water Treatment 
330.00 Land & Land Rights 
331.00 Structures & Improvements 
332.00 Water Treatment Equipment 

Subtotal Water Treatment 

Transmission 8 Distribution 
340.00 Land & Land Rights 
341.00 Structures & Improvements 
342.00 Dishlbution ReSeNOirS & Standpipes 
343.00 Transmission & Distribution 
344.00 Fire Mains 
345.00 Services 
346.00 Meters 
348.00 Hydrants 
349.00 Other Transmission & Dishbution 

Subtotal Transmission & Distribu. 

&y.d 
389 00 Land 8 Land Rghts 
390 00 Structures & Improvements 
391 00 Office Furniture and Equipment 
391 10 Computer Equipment 
392 00 Transportahon Equipment 
393 00 Stores Equipment 
394 00 Tools. Shoo. 8 Garwe Equipment 
395 00 -awraroly Equipment 
396 00 Power Operated Equipment 
397 00 Communicatoon Equnnent 
398 00 Miscellaneous EqL pment 

Slrototal General 

56 Add 

58 Less 
Youngtown Plant, 
ANDC Adlushnent 3/95" 

I :: 60 

61 Total Plant m Service 
62 Less: Accumulated Depreclabon 
63 Net Plant in Service (L59 - L 60) I 64 65 LESS: 
66 Contnbutions in Aid of Construction (CIAC) 
67 
68 
69 
70 
71 
72 
73 

. .  
Less: Accumulated Amod!zation 

Net ClAC (U5 - U 6 )  
Advances in Aid of Consbuction (AIAC) 
Customer Deposits 
Meter Advances 
Deferred Income Tax Credits 

74 A& 
75 Cash Working Capital Allowance 
76 Prepayments 
77 Supplies Inventory 
78 Projected Capital Expenditures 
79 Deferred Debits 

I 

[AI PI 
COMPANY Plant-not used Plar 

ADJ #1 

Leave Blank 

- 

B 20.086 $ ~ $ 
1.588 

~- 
21.674 - - 

11.651 
357,725 

1.370.011 
1.739.387 

- - 
- - 

44.957 
231.439 

5.030.298 
4.505 
1.764 

5.312.963 
- - 
~ - 

38.357 

188.044 
149.687 - - 

- - 

798.143 
11.777.852 

169 
6.622.166 
1.678.135 
1.682398 

22559,363 
- -  

- - 
817 

560.392 
286.228 
317,767 
318.346 
4.807 
68.778 
21.787 
20,133 
118.526 
46.365 

1.763.946 
- - 
~ - 

(431,998) - - 
$ 31,153.379 $ - $ 

- - 
$ 24.942.355 5 - 2 

6,211.024 

$ - $ - $  
~- 

971,578 
12,151,160 

1,225 

8.164652 
$ 19983044 

- - 
~ % 2 

Plant - not used 8 usefi 

Plant. removed by pre! 
Post-Test Year Plant 
Remove AFUDC Ad] 3 

[Cl PI [El [FI [GI [HI 

)J#;! ADJ#8 A D J l S A D J # B  ADJlt7 
nidentined Plant MIS-Posted Plant Prev Dec Post-N PI AFUOC Ad) Acquisihon Adi 

Leave Blank Leave Blank 

- $  - $ - $ -  5 -  5 - 

8.366 

(62.960L - 
(54.594L - 

(11,175) (2.335) 

(28,209) 
(6.343) (20.621) 

(1.767) 

3.530 

(17.194) 

39.91 1 

2.849 

(11 
STAFF 

ADJUSTED 

$ 20.086 
1.588 

21,674 

11.651 
366.091 

1,307,051 
1.684.793 

44.957 
231,439 

5.016.788 
4.505 
1.764 

5.299.453 

38,357 
150.150 
188.507 

769,934 
11.750.888 

169 
6,620,399 
1.678.1s 
1.686.426 

22.505.953 

817 
560.392 
269.034 
317.767 
358.257 
4.807 
68.778 
21.787 
20.133 

431.998 ~~- 
~ $ - $ (76.200) $ 431.998 $ - $ 31.489.434 

92.681 6,301,955 
(19.743) $ 

(17,993)$ $ . $ 25,187.4792 - $ - $ (76.200) - - ~ -  1,750 

971.578 
~ ~ _ _ _  

12.151.160 

1.225 

(8,164 652) --- - $ - $ (76200) $ 339317 
= $  P 

References 
Per Staff Engineenng Reports 
Per Staff Engineenng Reports 
Per Company Response to Staff Data Request BKB 26-3 
Per Decision No 60172 
Per Company Response to Staff Data Request DWC 12-2 
Per Company Response to StaR Data Request DWC 610 Amended 
Per Cadson Direct Testimon 

IS decision 
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ARIZONA-AMERICAN WATER COMPANY, INC. -SUN CITY WEST WATI 
Docket No WS41303A-02-0867 et al 
Test Year Ended December 31,2001 

OPERATING INCOME STATEMENT -TEST YEAR AND STAFF F 

[AI 

LINE COMPANY 
NO. TEST YEAR 
- NO. DESCRIPTION AS FILED 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

REVENUES: 

Su Water Sales - Unmetered 
Metered Water Sales $ 3,343,134 

Other Operating Revenue 37,640 
Total Operating Revenues $ 3,380,774 

OPERATlNG EXPENSES: 
Salaries & Wages 
Purchased Water 
Purchased Pumping Power 
Chemicals 
Repairs & Maintenance 
Office Supplies & Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expense 
Insurance - General Liability 
Insurance - Health and Life 
Regulatory Comm. Exp. - Rate Case 
Miscellaneous Operating Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

$ 455,889 

585,941 
20,407 

170,058 
190,041 
32,432 

51 5,886 
6,069 

14,134 

28,990 

22,313 
148,620 
750,150 
28,072 

148,220 
(97,7361 

Total Operating Expenses $ 3,019,486 
Operating Income (Loss) $ 361,288 

References: 
Column [A]: Company Schedule C-I 
Column [B]: Schedule All-2 
Column [C]: Column [A] +Column [B] 
Column [D]: Schedules DWC-1 and DWC-2 
Column [E]: Column [C] + Column [D] 

SCHEDULE All-I 

)POSED 

[CI 
STAFF 

STAFF TEST YEAR STAFF 
TEST YEAR AS PROPOSED STAFF 

ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

$ $ 3,343,134 $ 388,829 $ 3,731,963 

37,640 37,640 
$ $ 3,380,774 $ 388,829 $ 3,769,603 

$ (63,865) 

327 
500 
(21 1 

(156,942) 
41,482 

(515,886) 

11,113 

277,480 
8,619 

(23,308) 
(6,039) 

232,794 

$ 392,024 

586,268 
20,907 

170,037 
33,099 
73,914 

6,069 
14,134 

40,103 

22,313 
426,100 
758,769 

4,764 
142,181 
135,058 

$ 

150,083 

$ 392,024 

586,268 
20,907 

170,037 
33,099 
73,914 

6,069 
14,134 

40,103 

22,313 
426,100 
758,769 

4,764 
142,181 
285,141 

$ (193,746) $ 2,825,740 $ 150,083 $ 2,975,824 
$ 193,746 $ 555,034 $ 238,746 $ 793,779 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CI' 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #I - CITIZEN' 

LINE 
NO. DESCRIPTION 

1 Taxes Other Than Income $ 
2 Purchased Power $ 
3 Chemicals $ 
4 Subtotal (Line 4 + Line 5) $ 
5 Office Supplies & Expense $ 
6 Outside Services $ 
7 Rents $ 
8 Insurance Expense - General Liability $ 

$ 9 Miscellaneous Expense - 
$ - - 10 Total 

REFERENCES: 
Column [A]: Company, Schedule C 

Company, Schedule C 
Bourassa, Direct, pagc 
Stephenson, Direct, pi 

Column [B]: Testimony, All 

'WEST WATER 

CORPORATE COST 

[AI 
:OMPANY ADJUSTMENT 
AS FILED 

(327) 
(500) 

(5,921 1 
21 

(41,482) 

(39,463) 
(278,579) 
(366,251) 

?, page 1 
?, page 2 
11 
ies 14, 15, and 16 

LABEL 
l a  
I b  
I C  

Id  
l e  
If 
I g  
I h  
l i  

SCHEDULE All-3 

P I  
STAFF 

ADJUSTMENTS 
$ 
$ 327 
$ 500 
!§ (21 ) 
$ 5,921 
$ 41,482 
$ 
$ 39,463 

- 

$ 278,579 
366,251 $ 



ARIZONA-AMERICAN WATER COMPANY, INC. - SUN C17 
Docket No. WS-01303A-02-0867 et ai. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #2 -SERVICE 

[AI 
LINE COMPANY 
LINE DESCRIPTION AS FILED 
NO. Service Company Charges $ 51 5,8€ 

2 Total $ 51 5,8€ 

REFERENCES: 
Column [A]: Company, Sch 
Subtotal (Line 4 + Line 5) Company, Sch 

Bourassa, Dire 
Stephenson, D 

Column [B]: Testimony, All 

WEST WATER 

ZOMPANY CH. 

SCHEDULE All-4 

RGES 

[BI 
STAFF 

ADJUSTMENTS 
- $ (51 5,886) 
- $ (515,886) - 

jule C-2, page 1 
jule C-2, page 4 
:, pages 11 and 12 
ect, pages 15 and 16 

(8 )  
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN Cll 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #3 - PROJECTED ADD 

LINE 
- NO. DESCRIPTION 

1 Salaries &Wages 
2 Office Expense 
3 Subtotal (Line 4 + Line 5) 
4 Miscellaneous 
5 Total 

REFERENCES: 
Column [A]: 

Column [B]: 

[AI 
COMPANY 
AS FILED 

$ 108,156 
$ 162,863 
$ 28,350 
$ 1,099 
$ 300,468 

Company, Sched 
Company, Sched 
Bourassa, Direct, 
Stephenson, Dire 

Testimony, All 

WEST WATER SCHEDULE All-5 

IONAL EXPENSES 

ADJUSTMENT 
LABEL 

3a 
3b 
3c 
3d 

C-2, page I 
C-2, page 10 

3ges 14 and 15 
, pages 18 and 19 
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ARIZONA-AMERICAN WATER COMPANY, INC. -SUN CITY WEST WA 
Docket No. WS-01303A-02-0867 et ai. 
Test Year Ended December 31, 2001 

OPERATING INCOME ADJUSTMENT #4 - TEST YEAR SALARII 

[AI 
LINE COMPANY ADJUSTMENT 
NO. DESCRIPTION AS FILED LABEL 

1 Salaries & Wages $ (392,024) 4a 
2 Payroll Taxes $ (4,764) 4b 
3 Total $ (396,788) 

REFERENCES: 
Column [A]: Company, Schedule C-2, page 1 

Company, Schedule C-2, page 3 
Bourassa, Direct, page 12 

Column [B]: Testimony, All 

SCHEDULE All-6 

AND WAGES, AND RELATE 

PI 
STAFF 

ADJUSTMENT 
$ 392,024 
$ 4,764 
$ 396,788 

EXPENS 



ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CI’ 
Docket No. WS-O1303A-02-0867 et ai. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #5 - PROJEC 

[AI 
LINE COMPANY 
NO. DESCRIPTION AS FILED 

1 Salaries & Wages $ 347,733 
2 Payroll Taxes 
3 Total 

$ 28,072 
$ 375,805 

REFERENCES: 
Column [A]: Company, Schedule 

Company, Schedule 
Bourassa, Direct, pa 
Stephenson, Direct, 

Column [B]: Testimony, All 

WEST WATER SCHEDULE All-7 

I D  SALARIES AND WAGES 

DJUSTMENT 
LABEL 

5a 
5b 

-2, page 1 
-2, page 5 
!s 14 and 15 
iges 16 and 17 

[BI 

$ (347,733) 

STAFF 
ADJUSTMENT 

$ (28,072) 
$ (375.805) 
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ARIZONA-AMERICAN WATER COMPANY, INC. -SUN CITY WEST WATER 
Docket No. WS-01303A-02-0867 et ai. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #6 - DEPRECIATION EXPENSE 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

i a  

DESCRIPTION 
lntanaibles 
Organization 
Franchises 
Miscellaneous Intangibles 
Subtotal (Line 4 + Line 5) 

Source of Supply 
Land and Land Rights 
Structures and improvements 
Collecting and Impounding Res. 
Lakes, Rivers, Other Intakes 
Wells and Springs 
Subtotal Source of Supply 

Pumpinq 
Land and Land Rights 
Structures and Improvements 
Other Power Production 
Electric Pumping Equipment 
Diesel Pumping Equipment 
Gas Engine Pumping Equipment 
Subtotal Pumping 

Water Treatment 
Land and Land Rights 
Structures and Improvements 
Water Treatment Equipment 
Subtotal Water Treatment 

Transmission and Distribution 
Land and Land Rights 
Structures and improvements 
Distribution, ReseNoirs, & ST 
Transmission and Distribution 
Fire Mains 
Services 
Meters 
Hydrants 
Other Transmission & Distnbution 
Subtotal Transmission and Distribution 

General 
Land and Land Rights 
Structures and Improvements 
Office Funiture and Equipment 
Computer Equipment 
Transportation Equipment 
Stores Equipment 
Tools, Shop and Garage 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 
Subtotal General 

ADFUC adjustment 3/95 

Amortization of Deferred Regulatory Assets 
Less: Amotization of Contributions 
Staff recommended Depreciation Expense 
Company Proposed Depreciation Expense 
Staff Adjustment 

0RIGiNA.L 
COST 

$ 20,086 
$ 1,588 
$ 
$ 21,674 

$ 11,651 
$ 366,091 
$ 
$ 
$ 1,307,051 
$ 1,684,793 

$ 44,957 
$ 231,439 
$ 
$ 5,016,788 
$ 4,505 
$ 1,764 
$ 5,299,453 

$ 
$ 38,357 
$ 150,150 
$ 188.507 

$ 
$ 
$ 769,934 
$ 11,750,888 
$ 169 
$ 6,620,399 
$ 1,678,135 
$ 1,686,428 
$ 
$ 22,505,953 

$ 817 
$ 560,392 
$ 269,034 
$ 317,767 

$ 4,807 
$ 358,257 

$ 68,778 
$ 21,787 
$ 20,133 
$ 121,375 
$ 45,907 
$ 1,789.054 

$ 
$ 31,489,434 
$ 217,667 
$ 971.578 

SCHEDULE All-8 

EXPENSE 

0.00% $ 
0.00% $ 
0.00% $ 

$ 

0.00% $ 
2.50% $ 9,152 
0.00% $ 
0.00% $ 
2.52% $ 32.938 

$ 42.090 

0.00% $ 

0.00% $ 
4.42% $ 221,742 
4.42% $ 199 

1.67% $ 3,865 

4.42% $ 78 
$ 225,884 

0.00% $ 
1.67% $ 64 1 
4.00% $ 6,006 

$ 6,647 

0.00% $ 
0.00% $ 
1.67% $ 10,423 
1.53% $ 179,742 
0.00% $ 
2.48% $ 164,230 
2.51% $ 42,121 
2.00% $ 33,658 
0.00% $ 

.$ 430,174 

0.00% $ 
1.68% $ 9,419 

4.55% $ 14,443 
25.00% $ 89,564 
3.92% $ 188 
4.14% $ 2,844 

4.55% $ 12,228 

3.71% $ a08 
5.14% $ 1,036 

10.28% $ 12.474 
4.98% $ 2.286 

$ 145,291 

2.68% $ 
$ 850.086 

2.68% $ 5,841 
10.00% $ 97,158 

$ 758,769 
$ 750,150 
$ 8.619 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CI 
Docket No. WS-O1303A-02-0867 et ai. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #7 - PROPERTY TAX 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

DESCRIPTION 
Staff Adjusted Test Year Revenues - 2001 
Weight Factor 
Subtotal (Line 1 x Line 2) 
Staff Recommended Revenue 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 I Line 6) 
Department of Revenue Multiplier 
Revenue Base Value (Line 7 x Line 8) 
Plus: 10% of CWlP - 2001 
Less: Net Book Value of Licensed Vehicles 
Less: Net Book Value of Licensed Vehicles - 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 x Line 13) 
Composite Property Tax Rate 
Staff Recommended Property Tax Expense 1 

Company Proposed Property Tax Expense 
Staff Adjustment 

WEST WATER 

:PENSE 

'0 Forma 

SCHEDULE All-9 

AMOUNT 
$ 3,380,774 

0 
1 

$ 6,761,548 
$ 3,769,603 
$ 10,531,151 

3 
$ 3,510,384 

2 
$ 7,020,767 
$ 
$ 300,746 
$ 17,600 
$ 6,702,421 

25% 
$ 1,675,605 

- 

8.4854% 
ne 14 x Line 15) $ 142,181 

148,220 $ 
91 (6.039) 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CIT 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #8 - INCOME TAX EXP 

LlNE 
NO. DESCRIPTION 

[AI 
COMPAN 
AS FILEE 

1 Income Taxes $ (97 
2 Total $ (97 

REFERENCES: 
Column [A]: Company, Sc 

Company, Sc 
Company, Sc 

Column [B]: 

Column [C]: 

Testimony, A 
Schedule D\ 

Column [A] + 

WEST WATER SCHEDULE All-IO 

NSE 

PI [Cl 
STAFF STAFF 

ADJUSTMENT PROPOSED 
3 6 ) $  232,794 $ 135,058 
3 6 ) $  232,794 $ 135,058 

edule C-I, page 1 
edule C-2, page 1 
edule C-3, page 1 

c-2 

:olumn [B] 



- r - r - r - r - r ~ ~ - r f ~ t - r $ - r - r - r t W Q  m m m m m m m m m m m m , m 9 m m. a, a. 
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0  

N m 

a: I 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY WE 
Docket No. WS-O1303A-02-0867 et al. 

T WATER 4 
Test Year Ended December 31,2001 i 

TYPICAL BILL ANALYSIS AVERAGE AND MEDlAN COST COMPARISONS 

Schedule DRR-2 
Page 1 of 2 

.INE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
21 
22 
23 

- 

- 
-INE 
NO. 

24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 - 

CUSTOMER 
CLASS 

Residential 5/8" 
Residential 3/4" 
Residential 1" 
Residential 1.5" 
Residential 2" 
Residential 3" 
Residential 4" 
Residential 6" 
Comrnerical5/8" 
Comrnerical3/4" 
Comrnerical 1" 
Comrnerical 1.5" 
Comrnerical2" 
Commerical3" 
Commerical4" 
Commerical6" 
PF 4" 
PF 6" 
PF 8" 
Construction 
Effluent Sales, Per Acre Foot 
;onstruction/Untreated CAP 

CUSTOMER 
CLASS 

Residential 5/8" 
Residential 314" 
Residential 1" 
Residential 1.5" 
Residential 2" 
Residential 3" 
Residential 4" 
Residential 6 
Commerical5/8" 
Cornmerical3/4" 
Cornmerical 1 I' 
Commerical1.5" 
Commerical2" 
Cornrnerical 3" 
Cornmerical 4" 
Commerical6" 
PF 4" 
PF 6" 
PF 8" 
Construction 
Effluent Sales, Per Acre Foot 
2onstructionlUntreated CAP 

I CI 

59,042 $ 
55,342 $ 1%:; 
5,736 $ 110.33 

28,108 
56,383 
97,766 

185,076 
773,833 
241,750 

$ 142.96 
$ 189.63 
$ 148.98 

- 
RENT 

MEDIAN 
USAGE I DOLLARS 

~ 

6,000 $ 
19.000 $ 
9,000 $ 

47,000 $ 
49,000 $ 

8,562,000 $ 

- $  

15,000 $ 

33,000 $ 

738,000 $ 
239,000 $ 

- $  
- $  
- $  

21,000 $ 

11,000 $ 

10.58 
24.76 
21.56 
79.12 
94.36 

9,690.92 

5.00 

28.28 
50.00 
76.44 
80.80 

928.04 
407.16 
30.00 
45.00 
60.00 

COMPANY PROPOSED 

AVERAGE I INCREASE I PERCENT I MEDIAN I INCREASE I PERCENT 
I 

$ 16.84 $ 
$ 49.27 $ 
$ 41.55 $ 
$ 133.90 $ 
$ 146.70 $ 

$ 14,106.51 $ 

$ 14.92 $ 

$ 62.09 $ 
$ 129.59 $ 
$ 215.43 $ 
$ 398.80 $ 
$ 1,400.31 $ 
$ 593.29 $ 
$ 43.38 $ 
$ 65.07 $ 
$ 86.76 $ 

' 5.17 

1 12.79 
1 41.29 
45.24 

4,353.80 

4.58 

19.13 
39.96 
66.45 

123.04 
432.14 
183.05 
13.38 1 20.07 

I 26.76 

i 15.18 
44.31% 
44.52% 
44.49% 
44.59% 
44.59% 

44.64% 

44.33% 

44.54% 
44.59% 
44.61% 
44.62% 
44.63% 
44.62% 
44.60% 

44.60% 
44.60% 

15.27 $ 4.69 
35.77 $ 11.01 
31.14 $ 9.58 

114.39 $ 35.27 
136.43 $ 42.07 

14,017.14 $ 4,326.22 

7.23 $ 2.23 

40.86 $ 12.58 
72.27 $ 22.27 

110.51 $ 34.07 
116.80 $ 36.00 

1,342.26 $ 414.22 
588.83 $ 181.67 
43.38 $ 13.38 
65.07 $ 20.07 
86.76 $ 26.76 

44.33% 
44.47% 
44.43% 
44.58% 
44.58% 

44.64% 

44.60% 

44.48% 
44.54% 
44.57% 
44.55% 
44.63% 
44.62% 
44.60% 
44.60% 
44.60% 

I I I 



ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY WE 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31.2001 

ASE I PERCENT 

1.75 15.03% 
1.93 5.66% 
2.28 7.93% 
6.24 6.74% 
7.59 7.48% 

14.49 23.73% 

0.42 4.08% 

TYPICAL BILL ANALYSIS AVERAGE AND n 

MEDIAN I -INCREASE I PERCENT 

$ 12.05 $ 1.47 13.94% 

$ 23.52 $ 1.96 9.09% 
$ 84.76 $ 5.64 7.13% 
$ 101.63 $ 7.27 7.71 % 

$ 11,992.86 $ 2,301.94 23.75% 

$ 5.60 $ 0.60 12.00% 

$ 26.27 $ 1.51 6.10% 

r WATER 

6.79% 
6.81% 
6.53% 

13.15% 
20.33% 
14.62% 
11.90% 
11.89% 
11.88% 

Schedule DRR-2 
Page 2 of 2 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

DlAN COST COMPARISONS 

- 
-INE 
NO. 

46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 

- 

- 

CUSTOMER 
CLASS 

Residential 5/8" 
Residential 3/4" 
Residential 1" 
Residential 1.5" 
Residential 2" 
Residential 3" 
Residential 4" 
Residential 6" 
Commerical5/8" 
Cornmerical 314" 
Commerical 1" 
Commerical1.5" 
Comrnerical2" 
Commerical3" 
Commerical4" 
Commerical6" 
PF 4" 
PF 6" 
PF 8" 
Construction 
Effluent Sales, Per Acre Foot 
Jntreated CAP 

- AVERAGE I INCF 

$ 13.42 $ 
$ 36.02 $ 
$ 31.04 $ 
$ 98,85 $ 
$ 109.05 $ 
NOT USED 
$ 12,067.20 $ 2 
NOT USED 
$ 10.75 $ 
NOT USED 
$ 45.88 $ 
$ 95.74 $ 
$ 158.71 $ 
$ 312.02 $ 
$ 1,164.97 $ 
$ 470.23 $ 
$ 33.57 $ 
$ 50.35 $ 
$ 67.13 $ 
TO BE CANCELLED 
$ - $  
$ - $  

2.92 
6.11 
9.73 

36.26 
36.80 
59.99 
3.57 
5.35 
7.13 

30.54 
54.34 
80.59 
89.63 

1,117.50 
466.41 
33.56 
50.35 
67.13 

$ 2.26 
$ 4.34 
$ 4.15 
$ 8.83 
$ 189.46 
$ 59.25 
$ 3.56 
$ 5.35 
$ 7.13 

7.99% 
8.68% 
5.43% 

10.93% 
20.42% 
14.55% 
11.88% 
11.88% 
11.88% 

- $  0.00% 
- $  0.00% 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

REVENUE REQUIREMENT 

LINE 
- NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

I O  

11 

12 

DESCRIPTION 

Adjusted Rate Base 

Adjusted Operating Income/(Loss) 

Current Rate of Return (L2 I L1) 

Required Rate of Return 

Required Operating Income (L4 x L1) 

Operating Income Deficiency/(Excess) (L5 - L: 

Gross Revenue Conversion Factor 

Required Revenue Increase/(Decrease) (L7 x 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase/Decrease in Revenue (%) 

Rate of Return on Common Equity (%) 

References: 
Column [A]: Company Schedules A-I , A-2, & I 
Columns [B] & [C]: Staff Schedules All-I, DW( 

Y WEST WASTEWATER Schedule DWC-I 

PI 
COMPANY 

FA1 R 
VALUE 

$ 13,455,977 

$ (164,397) 

-1 22% 

7.75% 

$ 1,042,838 

$ 1,207,235 

1.62860 

) $ 1,966,103 

$ 3,535,680 

$ 5,501,783 

55.61 % 

11 SO% 

DWC-3, & JMR-9 



ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY WEST WASTE\ 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31.2001 

GROSS RRlENUE CONVERSION FACTOR 

LINE 
- NO. DESCRIPTION 

Calculation of Gross Revenue Conversion Factor 
1 Billings 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 
5 Subtotal (L3 - L4) 
6 

Combined Federal and State Tax Rate (Line 17) 

Revenue Conversion Factor (L1/ L5) 

Calculation of Uncollecftible Factor: 

Combined Federal and State Tax Rate (Line 17) 
One Minus Combined Income Tax Rate (L7 - L8 ) 

Uncollectible Factor (L9 x L10 ) 

Calculation of Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 40) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 + L16) 

7 Unity 
8 
9 
10 Uncollectible Rate 
11 

18 Required Operating Income (Schedule DWC-1, Col. [B], Line 5) 
19 Adjusted Test Year Operating Income (Loss) (Sch. All-I, Col. [C: 
20 Required Increase in Operating Income (L18 - L19) 

21 Income Taxes on Recommended Revenue (Col. [D], L39) 
22 Income Taxes on Test Year Revenue (Col. [B]. L39) 
23 Required Increase in Revenue to Provide for Income Taxes (L21 

24 Recommended Revenue Requirement (Schedule DWC-1, Col. [I 
25 Uncollectible Rate (Line I O )  
26 Uncollectible Expense on Recommended Revenue (L24 x L25) 
27 Adjusted Test Year Uncollectible Expense 
28 Required Increase in Revenue to Provide for Uncollectible Exp. ( 

29 Total Required Increase in Revenue (L20 + L23 + L28) 

30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

Calculation of lncorne Tax: 
Revenue (Schedule All-I, Col. [C], Line 5 & Sch. DWCI. Col. [E 
Operating Expenses Excluding Income Taxes 
Synchronized Interest (L43) 
Arizona Taxable Income (L30 - L31 - L32) 
Arizona State Income Tax Rate 
Arizona Income Tax (L33 x L34) 
Federal Taxable Income (L33 - L35) 
Federal Income Tax Rate 
Federal Income Tax (L36 x L37) 
Combined Federal and State Income Tax (L35 + L38) 

40 Applicable Federal Income Tax Rate (Col. [D], L38 - Col. [B], L38 

Calculation of lnterest Svnchronization: 
41 Rate Base (Schedule DWC-3, Col. [C], Line 17) 
42 Weighted Average Cost of Debt 
43 Synchronized Interest (L41 x L42) 

;TER 

[AI 

Schedule DWC2 

[Dl 

.ine 28) 

-22) 

Line IO) 

6 - L27) 

Line IO) 

$ 592,473 
$ (100.172) 

$ 692,646 

$ 212,828 
$ (222,593) 

$ 435,421 

$ 4.663.747 
0.0000% 

$ 
$ 

$ 

$ 1,128,067 

STAFF 
Test Year Recommended 

$ 3,535,680 $ 4,663,747 
$ 3,858,445 $ 3,858.445 
$ 253,917 $ 253,917 
$ (576,682) $ 551,385 

6.9680% 6.9680% 
$ (40.183) $ 

$ (536,499) $ 512,964 
34.0000% 34.0000% 

$ (182,410). 
$ (222,593) 

[C], L36 - Col. [A], L36) 

$ 9,004,156 
2.82% 

$ 253,917 

38,420 

$ 174,408 
$ 212,828 

34.0000% 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

RATE BASE - ORIGINAL COST 

LINE 
- NO. 

I Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

4 
5 Less: Accumulated Amortization 
6 Net CIAC 

Contributions in Aid of Construction (CIAC) 

7 Advances in Aid of Construction (AIAC) 

8 Customer Deposits 

9 Meter Advances 

10 Deferred Income Tax Credits 

11 Cash Working Capital 

I 
I 
I 
I 
I 
I 
I 
I 

12 Prepayments 

13 Supplies Inventory 

14 Projected Capital Expenditures 

15 Deferred Debits 

16 Tolleson Trickling Filter 

16 Citizens Acquisition Adjustment 

17 Original Cost Rate Base 

Adiustments: 
A. Per plant adjustments on Schedule DWC- 
B. Per accumulated depreciation adjustment 
C. Per acquisition adjustment on Schedule C 

References: 
Column [A]: Company Schedule B-I 
Column [B]: Staff Schedule DWC-4 
Column [C]: Column [A] + Column [B] 

TY WEST WASTEWATER Schedule DWC-3 

PI 
COMPANY 

AS 
FILED 

$ 39,101,814 
14,290,245 

$ 24,811,569 

$ 

P I  IC1 
STAFF 

STAFF AS 
ADJUSTMENTS ADJ ADJUSTED 

$ 20,284 A $ 39,122,098 
1134.479) B 14.1 55.766 \ - .  - , -  . .  

$ 154,763 $ 24,966,332 

$ $ 

1,458,672 1,458,672 

14,502,979 

525 

- 

- 

10,401,376 

$ 19.250.769 

on Schedule DWC- 
vc-4 

- 14,502,979 

525 

- - 

- 

- 

- - 

- 

- 

(1 0,401,376) C - 

$ (1 0,246,613) $ 9,004,156 



IZONA-AMERICAN WATER COMPANY. INC -SUN ClTY WEST WASTEWATER 
ckel No WSO13mA-M-DS7 61 al t Year Ended Decwnber 3’I. 2001 

I Schedule DWG4 

SUMMARY OF ORIGINAL COST RATE B M E  ADJUSTMENTS I L NE ACCT 
n 

STAFF COMPANY Plant-not used Piahtunidentifled Plant Mis-Posted Plant Prev. Dee. Posl-TY PI. AFUDC Ad{. Acquisition Adj ADJUSTED 
[AI PI 1 IC1 PI m m [GI M 

DESCRlPliON ADJ#1 ADJAB ADJ#4 A D J W A D J B  ADJ117 

Leave Blank Leave Blank 

$ 4.078 $ - J - $ - t -  s -  $ - $  4.078 
1.372 

$ 

5.184 
10.634 

--- ~ - -  
1 : :  1 1.372 

5.184 
10.634 - 

PLANT IN SERVICE: 
~~ 

Subtotal Intangible 

7 Treatment and Dischaw 
8 
9 

310.00 Land & Land Rghts 
31 I .M) S t ~ c t u r e ~  a Improvements 

1 1 0  312.00 Preliminaw Treatment 

542.319 542.319 
2.717.997 
1,068.943 
1.084.172 
5.714.476 

2.739;560 
1.068.943 
1,090,472 
5,720,776 
6.087.981 

-11 313.00 Primary Tkatment Eauipment 
12 314.00 Secondary Treatment Equipment 
13 315.00 Tmary Equipment 
14 316.00 Disfection Equipment 
$5 317.00 EMuentLiflStatIonE 
16 318.00 Outfall Line 
17 
18 321.00 Influent LiflStation 
20 322.00 General Treatment Eouivment 

319.00 Sludge. Treatment & Distribution I 
6.087.981 

32.908 
1.004.341 

245,070 
l.MM.341 
94.680 18.461 113.141 

91.546 91,546 
902.060 

19.587.748 
- (2.987) 

(212,082) 1 ( 2.987) 

~ 

899.073 
19,356.977 

-- 
(15.702) - Subtotal Treatment & Discharge I” Collecbon and Influent 

16 
17 

340 00 Land &Land Rights 
341 00 Structures 8 Improvements 

20.747 20.747 

(4.544) 
1.355.787 1.356.167 

12.982219 
752.939 

2,845,161 

17.757.233 

18 342.00 Collection System Lifl 
19 343.00 Collection Mains 
20 344.00 Force Mains 

21 348.00 Manholes 
345.00 Discharge Services 

Subtotal Collection and Influent 

12;977;675 
752.939 

2,645.161 

17.752.309 
23 
42 General - Allocated C M n m  Plant 

389 00 Land &Land Rights 
390 00 Structures 8 improvements 
391 00 Office Furniture and EoulDment 

780 
948.864 
193,582 
273.086 
287.389 

10.093 
71.223 
20,819 
46.439 
92.335 

(9.826) 1; 
47 

780 
939,038 
193.582 
273.086 
287,389 

10.093 
67,343 
15.319 
46,439 

124.803 
M.306 

2,002.178 

. .  
391.10 Computer Equipment 
392.00 Transportation Equipment 

48 393.00 Stores Equipment 
49 
50 395.00 Laboratory Equipment 
51 396.00 Power Operated Equipment 
52 397.00 Communication Equipment 
53 398.00 Miscellaneous Equipment 
54 Subtotal General 
55 

394.00 Tools. Shop. 8 Garage Equipment 

I 
(3.880) 
(5,500) 

32.468 

13,262 
44,306 

1.988.916 

242.717 
$ 242.717 

73.969 
$ 168.748 - 

(242.717) 
$ 39.101.814 

14.290.245 
$ 2 4 z . 5 6 9  

61 Total Plant in Service- 
62 Less: Accumulated Depreciation 
63 Net Piant in Service (L59 - L 60) 

1 6 4  65 LESS: 

$ 39.122.098 
14.155.766 

$ 24.966.332 

5 -  

s -  
$ (6.984) 

$ (6.984) 

$ (212.082) 
208.448 

$ (3.634L 

$ - $ -  - $ - 5 -  5 -  s - 8  

1,458.672 
14.502.979 ?+‘ : 525 

--- 
1,458,672 

14,502,979 
525 - I -  

I -  

66 Contributions in Ad of Construction (CIAC) 
67 Less: Accumulated AmorIjzation 
68 Net CIAC (U5 - U 6 )  
69 Advances in Aid of Construction (AIAC) 
70 Customer Deposits 
71 Meter Advances 
72 Deferred lnwme Tax Credits 
71 

;; 
75 Cash Working Capital Allowance 
76 Prepayments I 77 Supplies Inventow - 
78 PmJded Capital-Expendltures 
79 Deferred Debits 
80 Tolleson Trickling Filter 
81 Citizens Acquisition Adjustment 
82 Original Cost Rate Base I (10,401,376) ~~- - $ - $ (6 984) $ 168.748 $ (10,401,376) $ 9.004.156 =A 

References 
Per Staff Engineenng Reports 
Per Staff Engineenng Reports 
Per Company Response to Staff Data Request BKB 26-3 

deasion Per Dension No 60172 

ADJ# 

2 Plant ~ undenhfied 
3 Plant - me-posted 

Per Company Response to Staff Data Request DWC 12-2 
Per Company Response to Slafi Data Request DWC 610 Amended 6 RemoveAFUDCAdj 3/95 

7 Remove Acquismon Adlustmenl Per Cadson Direci Tesbmonv 



PI 

COMPANY 
LINE TEST YEAR 
- NO. DESCRIPTION AS FILED 

PI 

STAFF 
TEST YEAR 

ADJUSTMENTS 

375,064 
392,206 

136,282 

23,335 
243,134 

1,432,265 

I 
1 
I 
I 
I 

I 
~I 

ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY WEST W I STEWATER 

~ 

Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31, 2001 I 
OPERATING INCOME STATEMENT - TEST YEAR AND  STAFF^ PROPOSED 

SCHEDULE All-I 

[El [Cl 
STAFF 

TEST YEAR 
AS 

ADJUSTED 

ID1 

STAFF 
PROPOSED 
CHANGES 

STAFF 
RECOMMENDED 

1 REVENUES: 
2 Flat Rate Revenues 
3 Measured Revenues 

$ 4,662,745 -. $ 
4 Other Wastewater Revenues 
5 Total Operating Revenues 

1,002 
$ 4,663,747 

1,002 
$3,535,680 $1,128,067 

6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 

a 

18 

28 

OPERA TlNG EXPENSES: 
Salaries &Wages 
Purchased Wastewater Treatment 
Purchased Power 
Fuel for Power Production 
Chemicals 
Materials & Supplies 
Repairs & Maintenance 
Office Supplies & Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expense 
Insurance - General Liability 
Insurance -Health and Life 
Regulatory Comm. Exp. - Rate Case 
Miscellaneous Operating Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 
Tolleson Wastewater User Fees 

$ 65,733 $ 673,037 

1,426 

$ $ 673,037 

1,426 

$ 607,304 

1,426 
- I  

(I 9,388) 
2,882 

(I 36,282) 
11,712 

(552,478) 

355,676 
395,088 

(2,293) 

355,676 
395,088 

(2,293) 

435,421 

91,410 

68,512 

23,335 
617,721 

1,410,314 
67,173 

157,046 
212,828 

91,410 

68,512 

23,335 
617,721 

1,410,314 
67,173 

157,046 
(222,593) 

44,325 

374,587 
(21,951) 
30,920 

147,170 
(1 1,455) 

- 1  

Total Operating Expenses 
Operating Income (Loss) 

$ 3,700,077 

I 

$ (64,225) 
$ 64,225 

$3,635,852 
$ (100,172) 

$ 435,421 
$ 692,646 

$ 4,071,273 
$ 592,474 

References: 
Column [A]: Company Schedule C-1 
Column [B]: Schedule All-2 
Column IC]: Column [A] + Column [B] 
Column [D]: Schedules DWC-1 and DWC-2 
Column [E]: Column [C] + Column [D] 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN C 
Docket No. WS-O1303A-02-0867 et al. 

LINE 
- NO. DESCRIPTION 

1 Taxes Other Than Income 
2 Purchased Power 
3 Chemicals 
4 Materials and Supplies 
5 Office Supplies 
6 Outside Services 
7 Rents 
8 Insurance Expense 
9 Miscellaneous Expense 

10 Total Adjustments 

TY WEST WASTEWATER 

ADJUSTMENT 
LABEL 

l a  
I b  
I C  

I d  
l e  
I f  

I h  
l i  

l g  

REFERENCES: 
Column [A]: 

Column [B]: Testimony, All 

SCHEDULE All-3 

[BI 
STAFF 

ADJUSTMENT 
$ (1 7) 
$ 
$ 3,862 
$ 2,882 
$ 9,821 
$ 11,712 
$ - 
$ 44,325 
$ 375,507 
$ 448,109 



ARIZONA-AMERICAN WATER COMPANY, INC. - SUN 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #2 - SERW 

LINE 
- NO. DESCRIPTION 

1 Service Company Charges 
2 Total Adjustments 

REFERENCES: 
Column [A]: 

Column [B]: 

Company, Sc 
Company, Sc 
Bourassa, Di 
Stephenson, 

Testimony, A 

Y WEST WASTEWATER SCHEDULE All-4 

COMPANY CHARGES 

[AI 
COMPANY 
AS FILED 

$ 552,478 
$ 552,478 

dule C-2, page I 
dule C-2, page 4 
t, pages 11 and 12 
ect, pages 15 and 16 



1 
I 
I 

ARIZONA-AMERICAN WATER COMPANY, INC. - SUN C 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

I 
I 
I 
I 
II 
I 
I 
I 
1 
I 
I 
I 
I 
I 

TY WEST WASTEWATER 

I 
1 

OPERATING ADJUSTMENT #3 - PROJECTED AD~ITIONAL EXPENSES 

ADJUSTMENT 
LABEL 

3a 
2 Office Expense $ 14611 03 3b 

LINE 
- NO. DESCRIPTION 

1 Salaries &Wages $ 

3 Chemicals $ 231250 3c 
4 Miscellaneous 
5 Total Adiustment 

$ ~920 
$ 3321507 

3d 

REFERENCES: 
Column [A]: Company, Sched 

Company, Sched 
Bourassa, Direct, 
Stephenson, 

Column [B]: Testimony, All 

Schedule All-5 

PI 
STAFF 

ADJUSTMENT 
$ (1 62,234) 
$ (146,103) 
$ (23,250) 
$ (920) 
!I (332.507) 



SCHEDULE All-6 ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY WES 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

WASTEWATER I 
OPERATING INCOME ADJUSTMENT #5 - TEST YEAR SAL IES AND WAGES, AND RELATED EXPENSES 

LINE 
- NO. DESCRIPTION 

1 Salaries &Wages 
2 Payroll Taxes 
3 Total Adjustments 

REFERENCES: 
Column [A]: 

COMPANY IAI h ~ D J E 4 r  
AS FILED 

$ (673,037) 
$ (67,189) 1 4b 
$ (740,226) 1 

Company, Scheduld C-2, page 1 
Company, Scheduld C-2, page 3 
Bourassa, Direct, page 12 

Column [B]: Testimony, All 

PI 
STAFF 

ADJUSTMENT 
$ 673,037 
$ 67,189 
$ 740,226 



7 

Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #5 - PROJEQTED SALARIES AND WAGES 

LINE 
- NO. DESCRIPTION 

1 Salaries &Wages 
2 Payroll Taxes 
3 Total Adjustments 

REFERENCES: 
Column [A]: 

Column [B]: 

[BI 
ADJUSTMENT STAFF 

LABEL ADJUSTMENT 
5a $ (445,070) 
5b $ (36,253) 

$ (481,323) 

Comp ny, Schedule C-2, page 1 
Comp ny, Schedule C-2, page 5 
Boura sa, Direct, pages 14 and 15 
Steph i nson, Direct, pages 16 and 17 

Testidony, All 



I 
I 
1 
I 
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' I  
I 
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I 
I 
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I 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY WEST WASTEM 
Docket No. WS-01303A-02-0857 et al. 
Test Year Ended December 31.2001 

OPERATING ADJUSTMENT #6 - DEPRECIATION EXPENSE 

LINE 
- NO. DESCRIPTION 

lntanaible 
1 Organization 
2 Franchises 
3 Miscellaneous Intangibles 
4 Subtotal Intangible 
5 
6 Treatment & Dischawe 
7 Land and Land Rights 

. 8  
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Structures and Improvements 
Preliminary Treatment 
Primary Treatment Equipment 
Secondary Treatment Equipment 
Tertiary Equipment 
Disinfection Equipment 
Effluent Lift Station E 
Outfall Line 
Sludge, Treatment & Distribution 

Influent Lift Station 
General Treatment Equipment 
Subtotal Treatment & Discharge 

21 Collection and Influent 
22 Land and Land Rights 
23 Structures and Improvements 
24 Collection System Lift 
25 Collection Mains 
26 ForceMains 
27 Discharge Services 
28 Manholes 
29 Subtotal Collection and Influent 
30 
31 General 
32 Land and Land Rights 
33 Structures and Improvements 
34 office Funiture and Equipment 
35 Computer Equipment 
36 Transportation Equipment 
37 Stores Equipment 
38 Tools, Shop and Garage 
39 Laboratory Equipment 
40 Power Operated Equipment 
41 Communication Equipment 
42 Miscellaneous Equipment 
43 Subtotal General 
44 
45 TOTALS 
46 Amortization of Deferred Regulatory Assets 
47 Less: Amortization of Contribution 
48 Staff Recommended Depreciation Expense 
49 Company Proposed Depreciation Expense 
50 Staff Adjustment 

IAT$R SCHEDULE All4 

ORIGINAL 
COST EXPENSE 

4,078 0.00% $ 
1,372 0.00% $ 4 5;:; 0.00% $ 

$ 

542,319 
2,717,997 
1,068,943 
1,084,172 
5,714,476 
6,087,981 

32,988 
1,004,341 

113,141 

f 91.546 

0.00% $ 
5.00% $ 135,900 
5.00% $ 53,447 
5.00% $ 54.209 
5.00% $ 285,724 
5.00% $ 304,399 
5.00% $ 1,649 
8.40% $ 84,365 
5.00% $ 5,657 
5.00% $ 
8.40% $ 7,690 
5.00% $ 44,954 

$ 977,993 

20,747 0.00% $ 
- 1.67% $ 

1,355,787 8.40% $ 113,886 
12,977,675 2.04% $ 264,745 

752,939 2.07% $ 15,586 I $ 2,645,161 2.04% $ 53,961 

I 

780 
939,038 
193,582 
273,086 
287,389 

10,093 
67,343 
15,319 
46,439 

124,803 

$ 

e 2,002,178 

0.00% $ 
1.68% $ 15,783 
4.55% $ 8,799 
4.55% $ 12,412 

25.00% $ 71,847 
3.92% $ 396 
4.14% $ 2,785 
3.71% $ 568 
5.14% $ 2,389 

10.28% $ 12,827 
4.98% $ 2,206 

$ 130,012 

$ 1,556,183 
3.84% $ 

10.00% $ (145,8671 
3.84% $ 1,410,314 

$ 1,432,265 
$ (21,951) 

1 
I 
I 
1 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN C 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #7 - PROPERTY TAX 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

DESCRIPTION 
Staff Adjusted Test Year Revenues - 2001 
Weight Factor 
Subtotal (Line 1 x Line 2) 
Staff Recommended Revenue 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 x Line 8) 
Plus: 10% of CWlP - 2001 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 x Line 13) 
Composite Property Tax Rate 
Staff Proposed Property Tax Expense (Line 1 
Company Proposed Property Tax Expense 
Staff Adjustment (Line 16 - Line 17) 

~~ 

Y WEST WASTEWATER 

XPENSE 

x Line 15) 

(30) 

AMOUNT 
~ 

$ 3,535,680 
2 

$ 7,071,360 
$ 4,663,747 
$ 11,735,107 

3 
$ 3,911,702 

2 
$ 7,823,405 

$ 287,389 
$ 7,536,016 

25% 
$ 1,884,004 

8.33577% 
$ 157,046 
$ 168,501 

- 

$ (1 1,455) 

SCHEDULE All-9 



ARIZONA-AMERICAN WATER COMPANY, INC. - SUN C 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #8 - INCOME TAX EXPENSE 

TY WEST WASTEWATER 

LINE 
- NO. DESCRIPTION 

1 Income Taxes 
2 Total 

REFERENCES: 
Column [A]: 

Column [B]: 

Column [C]: 

SCHEDULE All-IO 

PI [CI 
OMPANY STAFF STAFF 

AS FILED ADJUSTMENT PROPOSED 
(369,763) $ 147,170 $ (222,593) 

147,170 $ (222,593) 

Co+pany, Schedule C-1, page 1 
Corhpany, Schedule C-2, page 1 
Company, Schedule C-3, page 1 

Schedule DWC-2 

Col C mn [A] + Column [B] 

Tes \ imony, All 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY W 
Docket No. WS41303A-02-0867 et al. 
Test Year Ended December 31,2001 

MINIMUM MONTHdY AND COMMODITY CHARGES 

Schedule DRR-1 

8 
9 

- 
LINE 
NO. 

11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

- 

- 

CUSTOMER 

Residential Units (WSR) 
Commerical (SSC) 
Comm. Large User (SS6) 
Multi-family Res. Units (AC SSR) 
Comm. additional toilets (WSI) 
Comm. per dishwasher (WS2) 
Comm. per wash mach. (VVS3) 
Comm. per wash rack (WS4) 
Industrial Discharge Annual Fee <50,00Ogallmi 
Industrial Discharge Annual Fee >50,00Ogal/mi 

PRESENT COMPANY PROPOSED 
COMMODITY MINIMUM 

CHARGE CHARGE 

CUSTOMER 
CLASS 

Residential Units (WSR) 
Cornmerical (SSC) 
Comm. Large User (SS6) 
Multi-family Res. Units (AC SSR) 
Comm. additional toilets (WSI) 
Comm. per dishwasher (WS2) 
Comm. per wash mach. (WS3) 
Comm. Der wash rack WS4) 

$ 59l99 
$ 21345 

20,000 $ 1.29 

Industrial Discharge Annual Fee <50,00OgaI/m 
Industrial Discharge Annual Fee >50,00OgaVm 

50,000 
>50,000 

$ 25.27 
$ 35.93 
$ 70.67 20,000 $ 1.52 
$ 25.27 
$ 8.25 
$ 66.25 
$ 15.45 
$ 32.38 
$ 500.00 50,000 
$ 1,000.00 >50,000 

Note: Commerical Large User's are the only class with a commobity charge, which is assessed at a rate per 1,000 gallons over 20,000. 

I (32) 



I 
I 
I 
I 
1 
I 
I 
I 
I 
I 
I 
1 
I 
1 
I 
I 
I 
I 
I 

CUSTOMER 
CLASS 

Residential Units (WSR) 
Cornrnerical (SSC) 

Multi-family Res. Units (AC SSR) 

Comrn. per dishwasher (WS2) 

Comrn. Large User (SS6) 

Comm. additional toilets (WSI) 

Comrn. per wash rnach. (WS3) 

ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY W ST WASTEWATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

Schedule DRR-2 f 
I 

CURRENT 

USAqE I DOLLARS USAGE I DOLLARS 
~ AVERAGE MEDIAN 

- $ 16.24 - $ 16.24 
- $ 23.09 - $ 23.09 

18 ,702 $ 209.77 8,000 $ 45.42 1 - : 16.24 - $ 16.24 
5.30 - $  5.30 1 $ 42.58 - $ 42.58 

- $  9.93 - $  9.93 

TYPICAL BILL ANALYSIS AV~RAGE AND MEDIAN USAGE COST COMPARISONS 

Cornm. per wash rack (WS4) ~ - $ 20.81 
Industrial Discharge Annual Fee c50,000gal/mo. 

- 
LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

- 

- $ 20.81 

LINE CUSTOMER 
NO. CLASS 

11 Residential Units (WSR) 
12 Commerical (SSC) 
13 Comm. Large User (SS6) 
14 
15 Comm. additional toilets (WSI) 

17 
18 

Multi-family Res. Units (AC SSR) 

16 Cornrn. per dishwasher (WS2) 
Comm. per wash rnach. (WS3) 
Comm. per wash rack (WS4) 

I 10 I Industrial Discharge Annual Fee 250,00Ogal/rno. I I I 

COMPANY PROPOSED 

A V E M G E  I INCREASE I PERCENT MEDIAN I INCREASE I PERCENT 
i 

9.03 55.60% $ 25.27 $ 9.03 55.60% 
5.93 $ 12.84 55.61% $ 35.93 $ 12.84 55.61% 

$ 3 5.58 $ 115.81 55.21% $ 70.67 $ 25.25 55.59% 
5.27 $ 9.03 55.60% $ 25.27 $ 9.03 55.60% 

2.95 55.66% $ 8.25 $ 2.95 55.66% 
6.25 $ 23.67 55.59% $ 66.25 $ 23.67 55.59% 

5.52 55.59% $ 15.45 $ 5.52 55.59% 

$ 
$ 

$ 
$ 18.25 $ 

5.45 $ t 2.38 $ 11.57 55.60% $ 32.38 $ 11.57 55.60% 

$ 
$ 
$ 

127 $ 

19 
20 - 

LINE 
NO. 

Industrial Discharge Annual Fee c50,000gallmo. I 
Industrial Discharge Annual Fee >50,00Ogal/mo. 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 - 

CUSTOMER 
CLASS 

I 
A V E V G E  I INCREASE I PERCENT I MEDIAN I INCREASE I PERCENT 

I I 

Residential Units (WSR) 
Commerical (SSC) 

Multi-family Res. Units (AC SSR) 
Comrn. additional toilets (WSI) 
Comm. per dishwasher (WS2) 
Comrn. per wash rnach. (WS3) 
Comm. per wash rack (WS4) 

Comm. Large User (SS6) 

I (33) 

1.45 $ 5.21 32.08% $ 21.45 $ 5.21 32.08% 
0.50 $ 7.41 32.09% $ 30.50 $ 7.41 32.09% 

$ 2 7.05 $ 67.28 32.07% $ 59.99 $ 14.57 32.08% 

7.00 $ 1.70 32.08% $ 7.00 $ 1.70 32.08% 
13.66 32.08% $ 56.24 $ 13.66 32.08% 

3.11 $ 3.18 32.02% $ 13.11 $ 3.18 32.02% 
7.48 $ 6.67 32.05% $ 27.48 $ 6.67 32.05% 

$ 
$ 

$ 
$ 
$ p . 2 4  $ 

1.45 $ 5.21 32.08% $ 21.45 $ 5.21 32.08% 1 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN C 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

REVENUE REQUIREMENT 

LINE 
- NO. DESCRIPTION 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Adjusted Rate Base 

Adjusted Operating Income/(Loss) 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 x L1) 

Operating Income Deficiency/(Excess) (L5 - L 

Gross Revenue Conversion Factor 

Required Revenue Increase/(Decrease) (L7 x 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required IncreaselDecrease in Revenue (%) 

Rate of Return on Common Equity (%) 

References: 
Column [A]: Company Schedules A-I, A-2, & 
Columns [B] & [C]: Staff Schedules All-I, DW 

Y WATER 

[AI 
COMPANY 

FA1 R 
VALUE 

$ 48,703,463 

$ 476,006 

0.98% 

7.75% 

$ 3,774,518 

$ 3,298,512 

1.62860 

$ 5,371,957 

$ 6,193,090 

$ 11,565,047 

86.74% 

11.50% 

-2, DWC-3,&JMR-9 

Schedule DWC-1 

PI VI 
STAFF STAFF 

COST VALUE 

$ 21,433,625 $ 21,433,625 

$ 226,091 $ 226,091 

ORIGINAL FA1 R 

1.05% 1.05% 

6.6% 6.6% 

$ 1,410,333 $ 1,410,333 

$ 1,184,241 $ 1,184,241 

1.62863 1.62863 

1 $ 1,928,696 I $ 1,928,696 I 
$ 6,193,090 $ 6,193,090 

$ 8,121,786 $ 8,121,786 

31.14% 31.14% 

9.7% 9.7% 
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ARIZONA-AMERICAN WATER COMPANY, INC. -SUN CITY WATER 
Docket No. WSO1303A-02-0867 et al. 
Test Year Ended December 31.2001 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
1 Billings 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 
5 Subtotal (L3 - L4) 
6 

Combined Federal and State Tax Rate (Line 17) 

Revenue Conversion Factor (L1 I L5) 

Calculation of Uncollecftible Factor; 

Combined Federal and State Tax Rate (Line 17) 
One Minus Combined Income Tax Rate (L7 - L8 ) 

Uncollectible Factor (L9 x L10 ) 

Calculation of Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 40) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 + L16) 

7 Unity 
8 
9 
10 Uncollectible Rate 
11 

18 Required Operating Income (Schedule DWC-I, Col. [B], Line 5) 
19 Adjusted Test Year Operating Income (Loss) (Sch. All-I, Col. [C] 
20 Required Increase in Operating Income (L18 - L19) 

21 Income Taxes on Recommended Revenue (Col. ID], L39) 
22 Income Taxes on Test Year Revenue (Col. [B], L39) 
23 Required Increase in Revenue to Provide for Income Taxes (L21 

24 Recommended Revenue Requirement (Schedule DWC-1, Col. [I 
25 Uncollectible Rate (Line IO) 
26 Uncollectible Expense on Recommended Revenue (L24 x L25) 
27 Adjusted Test Year Uncollectible Expense 
28 Required Increase in Revenue to Provide for Uncollectible Exp. ( 

29 Total Required Increase in Revenue (L20 + L23 + L28) 

30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

Calculation of lncome Tax: 
Revenue (Schedule All-I, Col. [C], Line 5 & Sch. DWCI, Col. [E 
Operating Expenses Excluding Income Taxes 
Synchronized Interest (L43) 
Arizona Taxable Income (L30 - L31 - L32) 
Arizona State Income Tax Rate 
Arizona Income Tax (L33 x L34) 
Federal Taxable Income (L33 - L35) 
Federal Income Tax Rate 
Federal Income Tax (L36 x L37) 
Combined Federal and State Income Tax (L35 + L38) 

40 Applicable Federal Income Tax Rate (Col. [D], L38 - Col. [B], L38 

Calculation of Interest Svnchronization: 
41 Rate Base (Schedule DWCJ, Col. [C], Line 17) 
42 Weighted Average Cost of Debt 
43 Synchronized Interest (L41 x L42) 

.ine 28) 

-22) 

Line IO) 

6 - L27) 

Line IO) 

100.0000% 
0.0000% 

100.0000% 
38.5989% 
61.4011% 
1.628635 

100.0000% 
38.5989% 
61.401 1 % 
0.0000% 
0.0000% 

100.0000% 
6.9680% 

93.0320% 
34.0000% 
31.6309% 
38.5989% 

IBl IC1 

$ 1.410.333 
$ 226,091 

$ 1,184,241 

$ 506.619 
$ (237,836) 

$ 744,455 

$ 8,121,786 
0.0000% 

$ 
$ 

$ 

$ 1,928,696 

STAFF 
Test Year Recommended 

$ 6,193,090 $ 8,121,786 
$ 6,204,835 $ 6,204.835 

Schedule DWC-2 

$ 604,428 $ 604,428 
$ (616,173) $ 1,312,523 

6.9680% 6.9680% 
$ (42,935) 0 

S (573.236) S 1.221.067 
91,457 

&.OOOO% 34.0000% 
-194901 415163 

$ (237,836) $ 506,619 

34.0000% (Col. [C], L36 - Col. [A]. L36) 

$ 21,433,625 
2.82% 

$ 604,428 



I 
I 
I 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

RATE BASE - ORIGINAL COST 

LINE 
NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

4 
5 Less: Accumulated Amortization 
6 Net CIAC 

Contributions in Aid of Construction (CIAC) 

Ili 
I 
I 

7 Advances in Aid of Construction (AIAC) 

8 Customer Deposits 

9 Meter Advances 

10 Deferred Income Tax Credits 

ADD: 

I 1  Cash Working Capital 

12 Prepayments 

13 Supplies Inventory 

14 Projected Capital Expenditures 

15 Deferred Debits 

I 

i 
I 
I 
1 

~I I 

16 Citizens Acquisition Adjustment 

17 Original Cost Rate Base 

Adiustments: 
A. Per plant adjustments on Schedule DWC- 
B. Per accumulated depreciation adjustment 
C. Per acquisition adjustment on Schedule C 

References: 
Column [A]: Company Schedule B-I 
Column [B]: Staff Schedule DWC-4 
Column [C]: Column [A] + Column [B] 

TY WATER 

[AI 
COMPANY 

AS 
FILED 

$ 39,396,791 
13.717.002 -.- - - .--- 

$ 25,679,789 

Schedule DWC-3 

[BI [CI 
STAFF 

STAFF AS 
ADJUSTMENTS ADJ ADJUSTED 

$ (1,086,332) A $ 38,310,459 
(299.657) B 1 3.4 I 7.345 , ,  

$ i7861675j $ 24,893,114 
~ 

1 ,I 27,078 1,127,078 

2,331,186 

- 

1,225 

- 

- 

- 

- 

9,746,553 

$ 31.966.853 

on Schedule DWC-4 
dC-4 

2,331 ,I 86 

- 

1,225 

- 

- - 

- - 

- 

(9,746,553) C 

$ (1 0,533,228) $ 21,433,625 



IZONA-AMERIWW WATER COMPANY. INC - SUN CITY WATER 
ocket No WSO13coAo24867 el al e Year Ended Dgemk 31.2W1 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 

I Schedule D W M  

L u  INE ACCT 
DESCRIPTION 

II) 
STAFF [AI [el 1 [cl PI [El w [GI v 

COMPANY Plant-not used Pibnt-unidentified Plant Mis-Posted Piant Prev. Dec. Post-TY PI. ANDC Adj. AcquisiWn Adj a ! B -  ADJ#5 __ ADJ #6 ADJUSTED 

6 
7 

l b  11 

8;; 

1; 
1; 

1; 

12 
13 

18 
19 

25 
26 

31 
32 

37 
38 

44 
45 

50 
51 

PLANTIN SERVICE: 

301.00 Oqanization 
302.00 Franchises 
303.00 Miscellaneous Intangibles 

Subwal IntangibLe 

source Of SUDDlY 
310.00 Land & Land Rights 
311.00 Structures & Improvements 
312.00 Collecting & impounding Reservoirs 
313.00 Lakes. Rivers, Other Intakes 
314.00 Wells and Springs 

Subtotal Source of Supply 

320 00 Land & Land Rights 
321.00 Structures 8 Improvements 
323.00 Other Power Production 
325.00 El&c Pumping Equipment 
326.00 Diesel Pumping Equipment 
328.10 Gas Engine Pumping Equipment 

Subtotal Pumping 

Waier Treatment 
330.00 Land & Land Rights 
331.00 Structures & Improvements 
332.00 Waier Treatment Equipment 

Subtotal Water Treatment 

Transmission 8 Distribution 
340.00 Land & Land Rights 
341.00 Structures & Improvements 
342.00 Distribution Reservoirs & Standpipes 
343.00 Transmission & Distribution 
344.00 Fire Mains 
345.00 Services 
346.00 Meters 
348.00 Hydrants 
349.00 OtherTransmission & Dlstrlbution 

Subtotal Transmission 8 Distribu. 

@g.@ 
389.00 Land &Land Rights 
390.00 Structures 8 Improvements 
391.00 Office Furniture and Equipment 
391.10 Computer Equipment 
392.00 Transportation Equipment 
393.00 Stores Equipment 
394.00 Tools. Shop, & Garage Equipment 
395.00 Laboratorv EouiDment 
396.W Power Oberaid Equipment 
397.00 Communication Equipment 
398.00 Miscellaneous Equipment 

Subtotal General 

.. 

56 Add: 
57 

-58 Less: 
Youngtom Planr 
AFUDC Adjustment 3/95" 

61 Total Plant in Service 
62 Less: Accumulated Depreciation 
63 Net Plant in Service (L59 - L 60) 

65 LESS: 
66 

68 
69 Advances in Aid of Construction (AIAC) 
70 Customer Depos% 
71 MeterAdvances 
72 Deferred lnmme lax Credits 

Contributions in Aid of Construction (CiAC) I" 67 Less: Accumulated Amorlization 
Net ClAC (u5 - L26) 

E73 74 A S  

75 Cash Workinn Capiial Allowance 
76 Preoawnents- 
77 suppies Inventory 
78 Projected Capital Expendtiurn 
79 Deferred Debits 
80 Cibzens Acquisiaon Adjustment 
81 Onginal Cost Rate Base 

I 

Leave Blank 

$ 471 $ - c $ - $ - $ -  $ -  $ - 0 471 
2.851 
4.591 
7.913 

--- --- 
: I ;  : 2.851 

4,591 
7,913 

180,083 180.083 
682.896 192.348 875,244 

314 314 

2,533.035 (407.& i - 
3.396.328 1407.025: 'e (88.746L 46.628 2.947.185 - 

(88.746) (145,720L 1,891,544 

8.456 - 1 -  8.456 
582.491 582.491 

9.554 
6.666.796 

25,151 
249.781 

7.544.229 

9.554 
6.943.367 

25.151 
249.781 

(31.713) (71.468) 

--- 
7.818.800 (31.713L (171.390L - (71.468L - 

80.580 
- 1 .  
- 1 .  80.580 

- - 5.357 - 393.190 
5.357 473.770 - 

407:427 
488,007 

10,493 10.493 
28.604 : I :  28.604 

1.879;148 (319215) 12.578 1,512,511 
13.940.066 94,037 14.034.103 

4.783.796 
3,232,044 
1.797.909 16.772 

4.783.796 
3232.044 
1.814.681 

523 
123.387 25.416.755 

--- - 
523 

25,612.583 

1,163 
798.274 
407:688 
372.221 
605.009 

6&7 
121,573 
33,835 
30,379 

229.443 
66.047 

2.672.479 
39.996.1 10 

94.703 

1,163 
798.274 
502.391 
(219,782) 
579.346 

6.847 
97.973 
31,035 
28,010 

177.799 
66,047 

2.069.103 

(148,497) 
- - - 450.822 

$ (171,390) $ (88.746) $ 93200 $ 450.822 $ - $ 38.310.459 
33.764 11 1.822 13,417,345 

$ (129.725) 3 $ 93.200 $ 339,000 $ - $ 24.893.114 
- 41.665 

(148.497) 
(450.822) 

$ 39.396.791 $ (1,370,218) 
13,717,002 336,050 

$ 25.679.789 $ ( 1 , 0 3 4 . 1 ~  

$ - 5 -  s - $ - 5 -  5 -  $ - s 
1,127,078 1.127.078 

2.331,186 2.331.186 

1,225 1225 

- I ;  --- 
- 1 -  

(9.746.553) --- 
$ (129.725) $ 154,982) $ 93.200 $ 339.000 $ (9,746,553) $ 21,433,625 

9.746.553 

I 

Plant - not used & usefu 
ADJ# References: 

1 Per Staff Engineering Reports 
2 Piant - unidentified Per Staff Enoineerina Reports 
3 Plant- mis-posted 
4 
5 Post-Test Year Piant 
6 RemoveANDCAdj 3/95 
7 Remove Awusibon Adiustment Per Carlson D I M  Tes!nnonv 

Per Company Respo-nse to Staff Data Request BKB 263 
Per Deusion No 60172 
Per Company Response to Staff Data Request DWC 12-2 
Per Company Response to Staff Data Request OWC 610 Amended 

1 
Plant - removed bv prevbus deusion 



ARIZONA-AMERICAN WATER COMPANY, INC. -SUN CITY WATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME STATEMENT -TEST YEAR AND STAFF P 

LINE 
- NO. DESCRIPTION 

1 
2 
3 
4 
5 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

REVENUES: 
Metered Water Sales 
Water Sales - Unmetered 
Other Operating Revenue 
Total Operating Revenues 

OPERATNG EXPENSES: 
Salaries &Wages 
Purchased Water 
Purchased Pumping Power 
Chemicals 
Repairs & Maintenance 
Office Supplies & Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expense 
Insurance - General Liability 
Insurance - Health and Life 
Regulatory Comm. Exp. - Rate Case 
Miscellaneous Operating Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income (Loss) 

[AI 

COMPANY 
TEST YEAR 
AS FILED 

$ 6,079.671 

113,419 
$ 6,193,090 

$ 1,167,073 

1,416,410 
17,413 

540,349 
483,141 

93,641 
926,122 

6,878 
28,369 

22 
87,848 

40,874 
300,122 

1,025,028 
62,065 

186,779 
(665,050 

$ 5,717,084 
$ 476,006 

References: 
Column [A]: Company Schedule C-I 
Column [B]: Schedule All-2 
Column [C]: Column [A] + Column [B] 
Column [D]: Schedules DWC-1 and DWC-2 
Column [E]: Column [C] + Column [D] 

DPOSED 

[BI [CI 
STAFF 

STAFF TEST YEAR 

ADJUSTMENTS ADJUSTED 
TEST YEAR AS 

$ $6,079,671 
$ $ 
$ $ 113,419 
$ $6,193,090 

$ 401,344 
$ 
$ 761 
$ 
$ (37) 
$ (313,622) 
$ 70,923 
$ (926,122) 
$ 
$ 
$ 
$ (9,411) 
$ 
$ 
$ 564,571 
$ (70,180) 
$ 52,615 
$ 51,859 
$ 427,214 

$ 249,915 
$ (249,915) 

$1,568,417 
$ 
$1,417,171 
$ 17,413 
$ 540,312 
$ 169,519 
$ 164,564 
$ 
$ 6,878 
$ 28,369 
$ 22 
$ 78,437 
$ 
$ 40,874 
$ 864,693 
$ 954,848 
$ 114,680 
$ 238,638 
$ (237,836) 

$5,966,999 
$ 226,091 

Schedule All-I 

STAFF 
PROPOSED STAFF 
CHANGES RECOMMENDED 

$ 1,928,696 $ 8,008,367 

113,419 
$ 1,928,696 $ 8,121,786 

744,455 

$ 1,568,417 

1,417,171 
17,413 

540,312 
169,519 
164,564 

6,878 
28,369 

22 
78,437 

40,874 
864,693 
954,848 
1 14,680 
238,638 
506,619 

$ 744,455 $ 6,711,454 
$ 1,184,241 $ 1,410,332 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY W, 
Docket No. WS-01303A-02-0867 et ai. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #I - CITIZEN'S CORPOR 

LINE 
- NO. DESCRIPTION 

1 Taxes Other Than Income 
2 Purchased Power 
3 Chemicals 
4 Repairs and Maintenance 
5 Office Supplies & Expense 
6 Outside Services 
7 Rents 
8 Insurance Expense - General Liability 
9 Miscellaneous Expense 

10 Total Adjustments 

REFERENCES: 
Column [A]: Company Schedi 

Company Schedi 
Bourassa, Direct, 
Stephenson, Dire 

Columns [B]: Testimony, All 

ER 

TE COST 

ADJUSTMENT 
LABEL 

l a  
I b  
I C  
I d  
l e  
I f  
l g  
I h  
l i 

Schedule All-3 

PI 
STAFF 

ADJUSTMENT 
$ 
$ 761 
$ 
$ (37) 
$ 27,135 
$ 70,923 
$ 
$ 74,741 
$ 568,017 
$ 741,540 

C-2, page 1 
C-2, page 2 
iges 15 and 16 
pages 12,15,16, and 17 



ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY W/ 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #2 -SERVICE COMPANI 

LINE 
- NO. DESCRIPTION 

1 Service Company Charges 
2 Total 

[AI 
COMPAN 
AS FILE1 

$ 926,' 
$ 926,' 

REFERENCES: 
Column [A]: Company, Schedule C-2, pag 

Company, Schedule C-2, pag 
Bourassa, Direct, page 16 
Stephenson, Direct, pages I€ 

Column [B]: Testimony, All 

'ER 

XARGES 

1 
4 

nd 17 

Schedule A l l 4  

PI 
STAFF 

ADJUSTMENT 
$ (926,1221 
$ (926,122) 



I 
I 
I 
I 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY W TER 

OPERATING ADJUSTMENT #3 - PROJECTED ADDITIONAL E : PENSES 

Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

Schedule All-5 

LINE 
- NO. DESCRIPTION 

1 Salaries & Wages 
2 Office Expense 
3 Insurance 
4 Miscellaneous 
5 Total 

REFERENCES: 
Column [A]: 

Column [B]: Testimony, All 

[AI [BI 
COMPANY ~ ADJUSTMENT STAFF 

$ 432.62 
AS 5 LABEL ADJUSTMENT 

3a $ (432.625) 

Company, Schedule C-2, page 11 
Company, Schedule C-2, page 110 
Bourassa, Direct, page 19 1 
Stephenson, Direct, pages 18 add 19 

3b $ (3401757j 
3c $ (84,152) 
3d $ (3,446) 

$ (860,980) 



-- 

Column [A]: Company, Schedule C-2, page 
Company, Schedule C-2, page~3 
Bourassa, Direct, page 16 

Column [B]: Testimony, All 

ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY W 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

1 

Schedule All-6 

OPERATING INCOME ADJUSTMENT #4 -TEST YEAR SALARI$S AND WAGES, AND RELATED EXPENSES 

LINE 
- NO. DESCRIPTION 

1 Salaries & Wages 
2 Payroll Taxes 
3 Total 

[AI 1 P I  
I ADJUSTMENT 

(833,96$9) 4a $ 

STAFF 
LABEL ADJUSTMENT 

833,969 
(114,6$) 4b $ 114,680 

$ (948, 9) $ 948,649 

COMPANY 
AS FILED 
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ARIZONA-AMERICAN WATER COMPANY, INC. - S 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #5 - PROJEC 

[AI 
LINE COMPANY A 
- NO. DESCRIPTION AS FILED 

1 Salaries &Wages 
2 Payroll Taxes 
3 Total 

$ 62,065 
$ 62.065 

REFERENCES: 
Column [A]: Company, Schedulc 

Company, Schedulc 
Bourassa, Direct, p; 
Stephenson, Direct, 

Column [B]: Testimony, All 

J CITY WATER Schedule All-7 

ED SALARIES AND WAGES 

PI 
USTMENT STAFF 
LABEL ADJUSTMENT 

5a $ 
5b $ (62,065) 

$ (62,065) 

- 

:-2, page 1 
:-2, page 5 
2 16 
ages 16 and 17 

44) 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY WATER 
Docket NO. WSO1303AO2-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #6 - DEPRECIATION EXPENSE 

LINE 
- NO. DESCRIPTION 

1 Intangible 
2 Organization 
3 Franchises 
4 Miscellaneous Intangibles 
5 Subtotal Intangible 
6 
7 Source of S U D D ~ ~  
8 Land and Land Rights 
9 Structures and Improvements 
10 Collecting and Impounding Res. 
11 Lakes, Rivers, Other Intakes 
12 Wells and Springs 
13 Subtotal Source of Supply 
14 
15 PumDinq 
16 Land and Land Rights 
17 Structures and Improvements 
18 Other Power Production 
19 Electric Pumping Equipment 
20 Diesel Pumping Equipment 
21 Gas Engine Pumping Equipment 
22 Subtotal Pumping 
23 
24 Water Treatment 
25 Land and Land Rights 
26 Structures and lmprovements 
27 Water Treatment Equipment 
28 Subtotal Water Treatment 
29 
30 Transmission and Distribution 
31 Land and Land Rights 
32 Structures and Improvements 
33 Distribution, Reservoirs, & ST 
34 Transmission and Distribution 
35 Fire Mains 
36 Services 
37 Meters 
38 Hydrants 
39 Other Transmission & Distribution 
40 Subtotal Transmission and Distribution 
41 
42 General 
43 Land and Land Rights 
44 Structures and Improvements 
45 Office Furniture and Equipment 
46 Computer Equipment 
47 Transportation Equipment 
48 Stores Equipment 
49 Tools, Shop and Garage 
50 Laboratory Equipment 
51 Power Operated Equipment 
52 Communication Equipment 
53 Miscellaneous Equipment 
54 Subtotal General 
55 
56 
57 Youngtown Plant 
58 AFUDC adjustment 3/95 
59 TOTALS 
60 Amortization of Deferred Regulatory Assets 
61 Less: Amortization of Contributions 
62 Staff Recommended Depreciation Expense 
63 Company Proposed Depreciation Expense 
64 Staff Adjustment 

8 ~ 471 
$ 2,851 

s I -  

$ ' -  
$ 80.580 

343,190 + 
$ 10,493 
$ 48,604 

$ 11,163 

1,035 

0 $61047 
$ 2,089,103 

SCHEDULE All-8 

RATE EXPENSE 

0.00% $ 
0.00% $ 
0.00% $ 

$ 

0.00% $ 
2.50% $ 
2.50% $ 
0.00% t 

21,881 
8 

2.52% $ 47,667 
$ 69,556 

0.00% $ 
1.67% $ 9,728 
4.42% $ 422 
4.42% $ 294,761 
5.00% $ 1,258 
5.01% $ 12,514 

$ 318.682 

0.00% $ 
1.67% $ 1,346 
4.00% $ 15.728 

$ 17,073 

0.00% $ 
2.00% $ 
1.67% $ 
1.53% $ 
0.00% $ 
2.48% $ 
2.51% $ 
2.00% $ 

572 
25,259 

214.722 

118,638 
81,124 
36,294 

2.00% $ 10 
$ 476.619 

0.00% $ 
1.67% $ 
4.59% $ 
4.59% $ 

25.00% $ 
3.91% $ 
4.02% $ 
3.71% $ 
5.20% $ 

10.30% $ 

13,331 
10,914 
15,626 

107,102 
268 

3,939 
1,151 
1,491 

14.177 
4.93% $ 3.256 

$ 171,257 

2.83% $ (4,205) 

$ 1,048,982 
2.83% $ 

2.83% $ 18,573 
10.00% $ (1 12,708) 

s 954.848 s 1,025,028 
$ (70,180) 



ARIZONA-AMERICAN WATER COMPANY, INC. - S 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #7 - PROPERTY TAX 

LlNE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
I 1  
12 
13 
14 
15 
16 
17 
18 
19 

DESCRIPTION 
Staff Adjusted Test Year Revenues - 2001 
Weight Factor 
Subtotal (Line 1 x Line 2) 
Staff Recommended Revenue 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Multiplier 
Revenue Base Value (Line 7 x Line 8) 
Plus: 10% of CWlP - 2001 
Less: Net Book Value of Licensed Vehicles 
Less: Net Book Value of Licensed Vehicles - 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 x Line 13) 
Composite Property Tax Rate 
Staff Recommended Property Tax Expense ( 
Company Proposed Property Tax Expense 
Staff Adjustment 

V CITY WATER 

CPENSE 

'0 Forma 

l e  14 x Line 15) 

SCHEDULE All-9 

AMOUNT 
$ 6,193,090 

2 
$ 12,386,180 
$ 8,121,786 
$ 20,507,966 

3 
6,835,989 

2 
13,671,977 

- 
$ 247,444 
$ 176,600 
$ 13,247,933 

25% 
331 1983.333 

7.205292% 
$ 238,638 
$ 186.779 
$ 51,859 
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ARIZONA-AMERICAN WATER COMPANY, INC. - S 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #8 - INCOME TAX EX1 

LINE 
- NO. DESCRIPTION 

1 Income Taxes 
2 Total 

REFERENCES: 
Column [A]: 

Column [B]: 

Column [C]: 

PI 
COMPAN 
AS FlLEl 

Company, S 
Company, S 
Company, S 

Testimony, I 
Schedule D 

Column [A] - 

N CITY WATER 

lNSE 

PI 
STAFF 

ADJUSTMENT 

SCHEDULE All-I 0 

[CI 
STAFF 

PROPOSED 
50) $ 427,214 $ (237,836 
jo) - $ 427,214 $ (237,836 

iedule C-I , page 
iedule C-2, page 
iedule (2-3, page 

I 
IC-2 

Column [B] 



1 
1 
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.INE 
NO. 

I 
I 
I 
B 
I 
I 
1 
1 

Gun 
CUSTOMER AVERAGE 

CLASS USAGE I DOLLARS 

ARIZONA-AMERICAN WATER COMPANY, INC. -SUN CITY WATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

TYPICAL BILL ANALYSIS AVERAGE ANI 

31 llntentionally lefl blank I 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

.INE 
NO. 

Residential 518" 
Residential 34" 
Residential 1" 
Residential 1.5" 
Residential 2" 
Residential 3. 
Residential 4" 
Residential 6" 
Commerical 518" 
Commerical314" 
Commerical I" 
Comrnerical 1.5" 
Commerical2" 
Commerical3. 
Commerical4" 
Commerical6" 
Irrigation 1" 
Irrigation 1.5" 
Irrigation 2" 
Irrigation 3' 
Irrigation 4" 
Irrigation 6" 
Pub. lntermpi3" 
Pub. lntermpt 8" 
PF 2" 
PF 4" 
PF 6" 
PF 8" 
PF I O "  

ConstructiodUntreated CAP 

CUSTOMER 
CLASS AVERAGE I INCREASE 

8.361 $ 
15,869 $ 
38.788 $ 
73.721 $ 
91.864 $ 

321,194 $ 

137,292 $ 
7,054 $ 
9,488 $ 

22,247 $ 
46,341 $ 

120,339 $ 
204,111 $ 

1,190,450 $ 
2,486.155 $ 

77 $ 
64.318 $ 

613,500 $ 
27,462 $ 

10,762.250 $ 
491,154 $ 

3,167 $ 
- $  
- $  
- $  
- 8  

32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

- $  

Residential 518" 
Residential 314" 
Residential 1" 
Residential 1.5' 
Residential 2" 
Residential 3" 
Residential 4" 
Residential 6" 
Commerical5/8" 
Commerical 314" 
Commerical 1" 
Commerical 1.5" 
Commerical2" 
Commerical3" 
Comrnerical4" 
Commerical6" 
lrrigationl" 
Irrigation 1.5" 
lrrigation2" 
lrrigation3" 
lrrigation4" 
lrrigation6" 
Pub. lntermpi 3" 
Pub. Interrupt 8" 
PF2" 
PF4' 
PF6" 
PF8" 
PF 10" 
Standby 

ConstructionNntreated CAP 

11.17 
18.08 
47.17 
94.30 

123.99 
363.98 

265.79 
10.15 
12.21 
32.95 
69.1 1 

150.19 
256.26 

1,196.69 
2,426.74 

13.05 
69.81 

439.78 
87.85 

7.136.46 
245.58 

5.54 
6.00 
9.00 

12.50 
20.00 

3.50 

15.63 
25.31 
66.08 

132.14 
173.74 
510.18 

372.35 
14.20 
17.08 
44.74 
96.82 

210.48 
359.14 

1,677.72 
3,402.38 

18.27 
97.73 

615.69 
122.99 

9,991.05 
343.81 

2.22 
8.40 

12.60 
17.50 
28.00 

4.90 

4.45 
7.23 

18.91 
37.84 
49.75 

146.20 

106.56 
4.05 
4.87 

12.79 
27.71 
60.29 

102.88 
481.03 
975.64 

5.22 
27.92 

175.91 
35.14 

2.854.59 
98.23 
0.63 
2.40 
3.60 
5.00 
8.00 

1.40 

Schedule DRR-2 
Page 1 of 2 

REDlAN USAGE AND COSTS 

7,000 $ 10.11 
10,000 $ 12.68 
24,000 $ 33.56 
57,000 $ 78.92 
64,000 $ 98.36 

316,000 $ 359.20 

21,000 $ 158.80 
1,000 $ 5.73 
2,000 $ 6.46 

10,000 $ 20.68 
18,000 $ 43.04 
71,000 $ 104.80 

130,500 $ 188.54 
1.132,OOO $ 1.142.92 
1,674.000 $ 1,679.56 

- $ 13.00 
54,000 $ 63.10 

609,000 $ 436.85 
- $ 70.00 

9,861,000 $ 6,550.65 

- $ 3.50 
- $ 6.00 
- $ 9.00 - $ 12.50 
- $ 20.00 

- $ 3.50 I 

- $ 3.50 

COMPANY PROPOSED 

PERCENT I MEDIAN I INCREASE I PERCENT 
I 

39.86% 
40.00% 
40.10% 
40.12% 
40.12% 
40.17% 

40.09% 

39.89% 
40.04% 
40.09% 
40.14% 

40.20% 
40.20% 
40.00% 
40.00% 
40.00% 
40.00% 

40.00% 
40.00% 
40.00% 
40.00% 

40.00% 
40.00% 

40.00% 

39.86% 

40.15% 

40.00% 

14.14 $ 
17.74 $ 
47.00 $ 

110.57 $ 
137.80 $ 
503.48 $ 

222.33 $ 
8.02 $ 
9.04 $ 

28.94 $ 
60.26 $ 

146.83 $ 
264.19 $ 

1,602.32 $ 
2,354.70 $ 

18.20 $ 
88.34 $ 

611.59 $ 
98.00 $ 

9,170.91 $ 
- $  
- 0  
- 0  
- $  
- $  
- $  

- 8  

4.03 
5.06 

13.44 
31.65 
39.44 

144.28 

63.53 
2.29 
2.58 
8.26 

17.22 
42.03 
75.65 

459.40 
675.14 

5.20 
25.24 

174.74 
28.00 

2,620.26 

39.869 
39.919 
40.059 
40.109 
40.109 
40.17? 

40.019 
39.97? 
39.949 
39.949 
40.019 
40.109 
40.129 
40.209 
40.209 
40.009 
40.009 
40.009 
40.009 

40.009 
NIA 
NIA 
NIA 
NIA 
NIA 
NIA 

NIA 
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CUSTOMER 
CLASS 

ARIZONA-AMERICAN WATER COMPANY, INC. -SUN CITY WATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

TYPICAL BILL ANALYSIS AVERAGE AND I 

AVERAGE I INCREASE 

- 
JNE 
NO. 

63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 

86 
87 
88 
89 
90 
91 
92 
93 

- 

85 

- 

32.65% 
30.54% 
29.25% 
26.97% 
29.04% 
41.55% 

32.90% 
30.91% 
32.15% 
30.25% 
29.63% 
31.69% 
37.55% 
47.66% 
49.10% 
31.89% 
31.88% 
31.89% 
31.89% 

31.89% 
33.77% 
20.97% 
31.89% 
31.89% 
31.89% 
31.89% 

31.89% 

$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 

Residential 518" 
Residential 314" 
Residential I" 
Residential 1 .S 
Residential 2" 
Residential 3" 
Residential 4" 
Residential 6" 
Commerical 5/8" 
Commerical 3W 
Comrnericall" 
Commerical 1 5. 
Commerical 2" 
Commerical3" 
Commerical4" 
Commerical 6" 
Irrigation 1' 
Irrigation 1.5" 
Irrigation 2" 
Irrigation 3" 
Irrigation 4" 
Irrigation 6" 
Pub. Interrupt 3' 
Pub. Interrupt 8" 
PF 3" 
PF 4" 
PF 6" 
PF 6" 
PF 10" 

$ 14.82 $ 
$ 23.60 $ 
$ 60.97 $ 
$ 121.62 $ 
$ 160.00 $ 
$ 515.22 $ 
NOT USED 
$ 353.24 $ 
$ 13.29 $ 
$ 16.14 $ 
$ 41.61 $ 
$ 89.59 $ 
$ 197.79 $ 
$ 352.48 $ 
$ 1,767.01 $ 
$ 3,618.16 $ 
$ 17.21 $ 
$ 92.07 $ 
$ 580.02 $ 
$ 115.87 $ 
NOT USED 
$ 9,412.29 $ 
$ 328.51 $ 
$ 6.70 $ 
$ 7.91 $ 
$ 11.87 $ 
$ 16.49 $ 
$ 26.36 $ 
NOT USED 

3.65 
5.52 

13.80 
27.32 
36.01 

151.24 

87.45 
3.14 
3.93 
9.66 

20.48 
47.60 
96.22 

570.32 
1.191.42 

4.16 
22.26 

140.24 
28.02 

2.275.83 
82.93 

1.16 
1.91 
2.87 
3.99 
6.38 

Standby $ 4.62 $ 1.12 
:onstructionlUntreated CAP NOT USED 

Schedule DRR-2 
Page 2 of 2 

:DIAN USAGE AND COSTS 

STAFF RECOMMENDED I 
PERCENT I MEDIAN I INCREASE I PERCENT 

I 
13.22 $ 3.11 
16.73 $ 4.05 
43.67 $ 10.11 

102.06 $ 23.14 
127.39 $ 29.03 
508.00 $ 148.80 

208.98 $ 50.18 
7.37 $ 1.64 
8.15 $ 1.69 

27.29 $ 6.61 
56.43 $ 13.39 

135.58 $ 30.78 
250.16 $ 61.62 

1,685.77 $ 542.85 
2,489.27 $ 809.71 

17.15 $ 4.15 
63.22 $ 20.12 

576.16 $ 139.31 
92.32 $ 22.32 

8,639.67 $ 2,089.02 
4.62 $ 1.12 
4.62 $ 1.12 
7.91 $ 1.91 

11.87 $ 2.87 
16.49 $ 3.99 
26.38 $ 6.38 

4.62 $ 1.12 

30.81% 
31.98% 
30.11% 
29.32% 
29.52% 
41.43% 

31.60% 
28.70% 

31.94% 
31.11% 
29.37% 
32.68% 
47.50% 
48.21% 
31.89% 
31.89% 
31.89% 
31.89% 

31.89% 
31 39% 
31.89% 
31.89% 
31 39% 
31 39% 
31.89% 

32.00% 

26.23% 



SUN 
WASTI 

CITY 
'WATER 1 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN C 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

REVENUE REQUIREMENT 

LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

DESCRIPTION 

Adjusted Rate Base 

Adjusted Operating Income/(Loss) 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 x L1) 

Operating Income Deficiency/(Excess) (L5 - L; 

Gross Revenue Conversion Factor 

Required Revenue Increase/(Decrease) (L7 x 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase/Decrease in Revenue (%) 

Rate of Return on Common Equity (%) 

References: 
Column [A]: Company Schedules A-I, A-2, & C 
Columns [B] & [C]: Staff Schedules All-I, DW( 

Y WASTEWATER Schedule DWCl 

[AI 
COMPANY 

FA1 R 
VALUE 

$ 20,233,575 

$ 1,175,416 

5.81 % 

7.75% 

$ 1,568,102 

$ 392,686 

1.62860 

$ 639,529 

$ 5,088,340 

$ 5,727,869 

12.57% 

11.50% 

2, DWC-3, & JMR-9 

PI IC1 
STAFF STAFF 

COST VALUE 
ORlG I NAL FA1 R 

$ 8,838,548 $ 8,838,548 

$ 1,077,108 $ 1,077,108 

12.19% 12.19% 

6.6% 6.6% 

$ 581,576 $ 581,576 

1.62863 1.62863 

I $ (807,040)l $ (807,040)1 

$ 5,088,340 $ 5,088,340 

$ 4,281,300 $ 4,281,300 

-1 5.86% -1 5.86% 

9.7% 9.7% 
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ARIZONA-AMERICAN WATER COMPANY, INC. -SUN CITY WASTEWATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

GROSS REVENUE CONVERSION FACTOR 

LINE 
_. NO. DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
1 Billings 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 
5 Subtotal (L3 - L4) 
6 

Combined Federal and State Tax Rate (Line 17) 

Revenue Conversion Factor (L1 I L5) 

Calculation of Uncollecffible Factor: 

Combined Federal and State Tax Rate (Line 17) 
One Minus Combined Income Tax Rate (L7 - L8 ) 

Uncollectible Factor (L9 x L10 ) 

Calculation of Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 40) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 + L16) 

7 Unity 
8 
9 
10 Uncollectible Rate 
11 

18 Required Operating Income (Schedule DWC-1, Col. [B]. Line 5) 
19 Adjusted Test Year Operating Income (Loss) (Sch. All-I, Col. [C 
20 Required Increase in Operating income (L18 - L19) 

21 Income Taxes on Recommended Revenue (Col. [D], L39) 
22 Income Taxes on Test Year Revenue (Col. [B], L39) 
23 Required Increase in Revenue to Provide for Income Taxes (L21 

24 Recommended Revenue Requirement (Schedule DWC-I, Col. [ 
25 Uncollectible Rate (Line IO) 
26 Uncollectible Expense on Recommended Revenue ( E 4  x L25) 
27 Adjusted Test Year Uncollectible Expense 
28 Required Increase in Revenue to Provide for Uncollectible Exp. ( 

29 Total Required Increase in Revenue (L20 + L23 + L28) 

30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

Calculation of Income Tax: 
Revenue (Schedule All-I, Col. IC], Line 5 & Sch. DWC-1, Col. [E 
Operating Expenses Excluding Income Taxes 
Synchronized Interest (L43) 
Arizona Taxable Income (L30 - L31 - L32) 
Arizona State income Tax Rate 
Arizona Income Tax (L33 x L34) 
Federal Taxable Income (L33 - L35) 
Federal Income Tax Rate 
Federal Income Tax (L36 x L37) 
Combined Federal and State Income Tax (L35 + L38) 

40 Applicable Federal Income Tax Rate (Col. [D], L38 - Col. [E], L3t 

Calculation of lnterest Svnchronization: 
41 Rate Base (Schedule DWC-3, Col. [C], Line 17) 
42 Weighted Average Cost of Debt 
43 Synchronized Interest (L41 x L42) 

ine 28) 

.22) 

Line IO) 

5 - L27) 

-ine IO) 

IC1 

100.0000% 
6.9680% 

93.0320% 
34.0000% 
31.6309% 
38.5989% 

S 581.576 
$ 1,077:108 

$ (495,532) 

$ 208.914 
$ 520,422 

$ (311,508) 

$ 4,281,300 
0.0000% 

$ 
$ 

$ 

$ (807,040) 

STAFF 
Test Year Recommended 

$ 5,088,340 $ 4,281,300 
$ 3.490.810 $ 3.490.810 

Schedule DWC-2 

$ 249,247 $ 249,247 
$ 1,348.283 $ 541,243 

6.9680% 6.9680% 
$ 93,948 $ 

S 1.254.335 S 503.529 
37.714 

.~ . 
34.0000% 34.0000% 

$ 426,474 $ 171,200 
$ 520,422 $ 208,914 

(COl. IC]. L36 - Col. [A], L36) 34.0000% 

$ 8.838,548 
2.82% 

$ 249,247 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

RATE BASE - ORIGINAL COST 

LINE 
- NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

4 
5 Less: Accumulated Amortization 
6 Net CIAC 

Contributions in Aid of Construction (CIAC) 

7 Advances in Aid of Construction (AIAC) 

8 Customer Deposits 

9 Meter Advances 

10 Deferred Income Tax Credits 

ADD: 

11 Cash Working Capital 

12 Prepayments 

13 Supplies Inventory 

14 Projected Capital Expenditures 

15 Deferred Debits 

16 Tolleson Trickling Filter 

16 Citizens Acquisition Adjustment 

17 Original Cost Rate Base 

Adiustments: 
A. Per plant adjustments on Schedule DWC 
B. Per accumulated depreciation adjustmen 
C. Per acquisition adjustment on Schedule I 

References: 
Column [A]: Company Schedule B-I 
Column [B]: Staff Schedule DWC-4 
Column [C]: Column [A] + Column [B] 

TY WASTEWATER Schedule DWC-3 

[AI 
COMPANY 

AS 
FILED 

$ 19,962,780 
7,189,539 

$ 12,773,241 

$ 

PI [CI 
STAFF 

STAFF AS 
ADJUSTMENTS ADJ ADJUSTED 

$ 65,102 A $ 20,027,882 
3,651 B 7,193,190 

$ 61,451 $ 12,834,692 

1 ,I 87,139 1 ,I 87,139 

3,309,005 

- 

- 

- 

- 

- 

500,000 

5,264,640 

3,309,005 

- 

- - 

- - 

- 

- - 

- 

500,000 

(5,264,640) C - 

$ 14,041,737 $ (5,203,189) $ 8,838,548 

on Schedule DWC-4 
vc-4 

(53) 



Schedule DWC4 iZONA-AMERICAN WATER COMPANY, INC.. SUN CIN WASTEWATER 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 

PI 
Plant-not used Plant- 

ADJ#1 I 

Leave Blank 

s - $  

11 
STAFF PI R w [G) n enwied Plant MIS-Posted Plant Prev. DE. Post-Ty PI. ANDC Adj. Aquisibon Adj 

tn ADJ#S u A D J # 6  A M  ADJUSTED 

IAl 
COMPANY 

DESCRIPTION 

PLANT IN SERVICF: Leave Blank Leave Blank 
1 
2 

1; 

1;; 
1;; 
1; 
1; 
1; 

8 

13 
14 

20 
13 

18 
19 

23 
42 
43 

48 
49 

54 
55 

$ 122.373 - $  * $ - 5 -  s -  0 - $ 122.373 
6.132 
9,627 

138.1 32 
-- (868) 

(868) -- 

301.00 Organization 
302.00 Franchises 
303.00 Miscellaneous Intangibles 

Subtotal Intangible 

6,132 
10.495 
139,000 

Treabnent and Dischame 
310.00 Land &Land Rights 
31 1 .OO Structures 8 Imwvements 11,337 

6.565 
53.532 

453 

2.575 

1.503 
291 

468 

6.565 
42.195 

453 312.00 Preliminary T k h e n t  
313.00 Primary Treabnent Eauipment 
314.00 Secondary Treatment Equipment 
315.00 Tertiary Equipment 
316.00 Disfection Equipment 
317.00 Effluent Lift Station E 
31 8.00 Outfall Line 
319.00 Sludge, Treabnent 8 Distribution 
321.00 Influent Lifl Station 
322.00 General Treatment Equipment 

Subtotal Treabnent & Discharge 

2.575 

1,503 
291 

4.778 (4.310) 

7.027 
18.743 
84,130 

18.743 
77.103 

Colleciion and Influent 
340.00 Land 8 Land Rights 
341.00 Structures 8 Improvements 
342.00 Collection Svstem Lin 

350.713 
1.229.723 
12,384,079 
1.300.266 
2.307.454 

350.713 
1229.723 
12.384.079 
1,300,266 
2,307,454 

343.00 Collection Mains 
344.00 Force Mains 
345.00 Discharge Services 
348.00 Manholes 

Subtotal Collection and Influent 17,572.235 

4 3 ! d  
389.00 Land a Land Rmhts 1,108 

760,473 
388.328 
425.624 
408,123 
6,523 
93,334 
29.565 
27.321 

1,108 
760.473 
365.090 
425.624 
408.123 
6.523 
93,334 
29,565 
27,321 
164.711 

2.330.1 12 
48.240 

390 00 ~wctures a lmprovements 
391 00 Mfce Furniture and Equipment 
391 10 Computer Equipment 
392 00 Transpomon Equipmenl 
393 00 %res Equipment 
394 00 T o o k .  Shop. 8 Garage Equipment 
395 00 Laboratory Equipment 
396 00 Power Operaled Equipment 
397 00 Communicabon Equipment 
398 00 Miscellaneous Equipment 

Subtotal General 

3.785 160.926 
62.919 

2.364.244 
1.679) 
1.679) 

-- 
(19.453) - 

196.727) (96,727) 
(93,0751 - - 

P 19962.780 S - S 

(96,727) 
(93,0751 - - 

7,189,539 - - $ 19.962.780 $ - $ 

. .  I 
93,075 m $  - $ - $ (12.426) $ 93.075 $ - $ 20.027.882 

1.679 - - - 18.330 7.193.190 
$ 74.745 $ - $ 12.834.692 B S  -5- - >  

61 Total Plant in Sewice. 
62 Less: Accumulated Depreciation 
63 Net Plant in Service (L59 - L 60) S- 65 &SS 

1 
I 

66 Contributions in AH of Construction (ClAC) 
67 Less: Accumulated Amorik&on 
68 Net ClAC 625 ~ LX) 
69 Advances in Ad of Construction (AIAC) 
70 Customer Deposits 
71 Meter Advances 
72 Deferred Income Tax Credits 
73 
74 ADD: 
75 Cash Working Capital Allowance 
76 Prepayments 
77 Supplies Inventory 
78 Projected Capital Expenditures 
79 Deferred Debits 

~ ~ 80 Tolleson Tricklim Filter 

$ - s - 5  
~ _ .  

1.187.139 
3.309.005 

- 5  - $ - $ -  5 -  f - $  
-- 

1.187.139 
3.309.005 

- 

500.000 
(5264.640) 

500.000 
5264,640 - - 

$ 14,041,737 , $  - A 
81 Citizens Acquisidon Adjusbnent 
82 Original Cost Rate Base - $ - $ (12.4261 $ 74.745 

P 

References: 
Per Staff Engineeting Repork Plant ~ not used 8 useful 

Plant - removed by previoi 
Post-Test Year Plant 
Remove ANDC Adj. 3/95 

Per SWf Engineering Repork 
Per Company Response to Staff Data Request BKB 26-3 

Per Company Response to Staff Data Request DWC 12-2 
Per Company Response to Staff Data Request DWC 610 Amended 

?cision Per Decision No. 60172 

It Per Carlson Direct Testimony 



ARIZONA-AMERICAN WATER COMPANY, INC. - 

OPERATING INCOME STATEMENT - TEST 

Docket No. WS-01303A-02-0867 et ai. 
Test Year Ended December 31,2001 

PI 

COMPANY 
LINE TEST YEAR 
- NO. DESCRIPTION AS FILED 

Schedule All-I 

PI [CI [Dl [El 
STAFF 

STAFF TEST YEAR STAFF 
TEST YEAR AS PROPOSED STAFF 

ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

1 REVENUES: 
2 Flat Rate Revenues $ 5,085,481 
3 Measured Revenues $ 
4 Other Wastewater Revenues $ 2,859 
5 Total Operating Revenues $ 5,088,340 
6 

$ $ 5,085,481 $ (807,040) $ 4,278,441 

$ 2,859 $ $ 2,859 $ 
$ $ 5,088,340 $ (807,040) $ 4,281,300 

$ $ $ $ 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

33,583 
145,130 
514,852 

7,754 
193,701 

OPERATING EXPENSES: 
Salaries &Wages 
Purchased Wastewater Treatment 
Purchased Power 
Fuel for Power Production 
Chemicals 
Materials and Supplies 
Repairs & Maintenance 
Office Supplies & Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expense 
Insurance - General Liability 
Insurance -Health and Life 
Regulatory Comm. Exp. - Rate Case 
Miscellaneous Operating Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 
Tolleson Wastewater User Fees 

$ 
$ 
$ 347,318 
$ (2,737) 
$ 17,118 
$ (17,903) 

31 Total Operating Expenses 
32 Operating Income (Loss) 

$ 332,698 
$ 992,447 
$ 1,632 
$ 
$ 
$ 2,885 
$ 
$ 
$ 32,119 
$ 
$ 
$ 21,265 
$ 
$ 50,857 
$ 
$ 33,583 
$ 492,448 
$ 512,115 
$ 24,872 
$ 175,798 
$ 520,422 
$ 818,091 

$ 332,698 
$ 992,447 
$ 1,632 
$ 
$ 
$ 2,885 
$ 
$ 
$ 32,119 
$ 
$ 
$ 21,265 
$ 
$ 50,857 
$ 
$ 33,583 
$ 492,448 
$ 512,115 
$ 24,872 
$ 175,798 

208,914 $ 
$ 818,091 

$ 4,011,232 $ (311,5082 $ 3,699,724 
$ 1,077,108 $ (495,532) $ 581,576 

$ 3,912,924 
$ 1,175,416 

I 
References: I 
Column [A]: Company Schedule C-I 
Column [B]: Schedule All-2 
Column [C]: Column [A] + Column [B] 
Column [D]: Schedules DWC-I and DWCP 
Column [E]: Column [C] + Column [D] 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY W 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #I - CITIZEN'S CORPOF; 

LINE 
- NO. DESCRIPTION 

1 Taxes Other Than Income 
2 Purchased Power 
3 Chemicals (Tolleson Trickling Filter Expensed in 2001) 
4 Materials and Supplies 
5 Office Supplies 
6 Outside Services 
7 Rents 
8 Insurance Expense 
9 Miscellaneous Expense 

10 Total Adjustment 

REFERENCES: 
Column [A]: Company, Schedule C-2, page 1 

Company, Schedule C-2, page 2 
Bourassa, Direct, pages 15 and 1 
Stephenson, Direct, pages 12, 15 

Column [B]: Testimony, All 

iTEWATER Schedule All-3 

TE COST 

[AI 
COMPANY ADJUSTMENT 
AS FILED 

$ 

$ (348,567) 
$ (937,588) 

6, and 17 

LABEL 
l a  
I b  
I C  

I d  
l e  
I f  
l g  
I h  
li 

[BI 
STAFF 

ADJUSTMENT 
$ 
$ 123 
$ 
$ 2,885 
$ 7,599 
$ 28,996 
$ 
$ 49,418 
$ 348,567 
$ 437,588 



ARIZONA-AMERICAN WATER COMPANY, INC. - S N CITY WASTEWATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

Schedule A l l 4  

OPERATING INCOME ADJUSTMENT #2 - SERVIC$ COMPANY CHARGES 

LINE 
NO. DESCRIPTION 

[AI J 
AS FILED) 

COMPAN 

1 Service Company Charges 
2 Total Adjustment 

PI 
STAFF 

ADJUSTMENT 
$ (522,586) 
$ (522,586) 

REFERENCES: 
Column [A]: Company, Sch dule C-2, page I 

Company, Sch dule C-2, page 4 
Bourassa, Dire t, page 16 
Stephenson, D h rect, pages 16 and 17 

Column [B]: Testimony, All 



ARIZONA-AMERICAN WATER COMPANY, INC. - S N CITY WASTEWATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

Schedule All-5 U 
~ 

OPERATING ADJUSTMENT #3 - PROJECTED AD$ITIONAL EXPENSES 

LINE 
- NO. DESCRIPTION 

1 Salaries &Wages 
2 Office Expense 
3 Insurance 
4 Miscellaneous 
5 Total Adjustment 

PI 
OMPANY ADJUSTMENT STAFF 

 AS FILED 
72,104 

$ $ ~ 212,241 
$ I  34,961 
$ 1  1,249 

320,555 

REFERENCES: 
Column [A]: Company, Schedule C-21 page 1 

Company, Schedule 
Bourassa, Direct, 
Stephenson, 

Column [B]: Testimony, All 

LABEL ADJUSTMENT 
3a $ (72,104) 
3b $ (212,241) 
3c $ (34,96 1 ) 
3d $ (1,249) 

$ (320,555) 



ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY WAS EWATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

Schedule A l l 4  T 
OPERATING INCOME ADJUSTMENT #4 -TEST YEAR SALARIE AND WAGES, AND RELATED EXPENSES I 

LINE 
[AI ' P I  

COMPANY 1 ADJUSTMENT STAFF - NO. DESCRIPTION 
1 Salaries &Wages 
2 Payroll Taxes 
3 Total Adjustment 

LABEL ADJUSTMENT 
332,698 
24,872 

$ 357,570 

REFERENCES: 
Column [A]: Company, Schedule C-2, page 1 

Company, Schedule C-2, page 3 
Bourassa, Direct, page 16 

Column [B]: Testimony, All 



ARIZONA-AMERICAN WATER COMPANY, INC. - S 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #5 - PROJE( 

[AI 
LINE COMPANY 
- NO. DESCRIPTION AS FILED 

1 Salaries & Wages $ 88,! - 
2 Payroll Taxes $ 7,; 
3 Total Adjustment $ 96,: 

REFERENCES: 
Column [A]: Company, Schedi 

Company, Schedi 
Bourassa, Direct, 
Stephenson, Direc 

Column [B]: Testimony, All 

N CITY WASTEWATER Schedule AIL7 

'ED SALARIES AND WAGES 

ADJUSTMENT 
LABEL 

9 5a 
4 5b 
3 
- 

' C-2, page 1 
' C-2, page 5 
ige 16 
pages 16 and 17 

[BI 
STAFF 

ADJUSTMENT 
$ (88,549) 
$ (7,754) 
$ (96,303) 
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ARIZONA-AMERICAN WATER COMPANY, INC. -SUN CITY v\i 
Docket No WSO1303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENTm -DEPRECIATION EXPEl 

LINE 
- NO. DESCRIPTION 

1 lntanqible 
2 Organization 
3 Franchises 
4 Miscellaneous Intangibles 
5 Subtotal Intangible 
6 
7 Treatment & Discharqe 
8 Land arid Land Rights 
9 Structures and Improvements 
10 Preliminary Treatment 
11 Primary Treatment Equipment 
12 Secondary Treatment Equipment 
13 Tertiary Equipment 
14 Disinfection Equipment 
15 Emuent Lifl Station E 
16 Outfall Line 
17 Sludge, Treatment & Distribution 
18 InRuent Lifl Station 
19 General Treatment Equipment 
20 Subtotal Treatment & Discharge 
21 
22 Collection and InRuent 
23 Land and Land Rights 
24 Structures and Improvements 
25 Collection System Lift 
26 Collection Mains 
27 ForceMains 
28 Discharge Services 
29 Manholes 
30 Subtotal Collection and Influent 
31 
32 General 
33 Land and Land Rights 
34 Structures and Improvements 
35 Office Funiture and Equipment 
36 Computer Equipment 
37 Transportation Equipment 
38 Stores Equipment 
39 Tools, Shop and Garage 
40 Laboratory Equipment 
41 Power Operated Equipment 
42 Communication Equipment 
43 Miscellaneous Equipment 
44 Subtotal General 
45 
46 Youngtown Plant * 
47 ADFUC adjustment 3/95 ** 
48 TOTALS 
49 Tolleson Trickling Filter 
50 Amortization of Citizens Acquisition Adjustment (C-2 
51 Amortization of Deferred Regulatory Assets 
52 Less: Amortization of Contributions 
53 
54 Staff Recommended Depreciation Expense 
55 Company Proposed Deprecioation Expense 
56 Staff Adjustment 

TEWATER 

age 6a) 

ORIGINAL 
COST 

$ 122,373 
s 6.132 
$ 9,627 
$ 138,132 

$ 6,565 
$ 53.532 
$ 453 
$ 
$ 2.575 
$ 
$ 
$ 1,503 
$ 29 1 
$ 
s 468 
$ 18,743 
$ 84,130 

0 
$ 350,713 
$ 1,229,723 
$ 12,364,079 
$ 1,300,266 
$ 2,307,454 
$ 
$ 17,572,235 

$ 1,108 
$ 760,473 
8 365,090 
$ 425,624 
$ 408,123 
$ 6,523 
0 93,334 
$ 29,565 
$ 27,321 
s 164.71 1 
$ 48;240 
$ 2,330,112 

(96.727) 

$ 20,027.882 
$ 500,000 

$ 145,771 
$ 1,187.139 

Schedule A l l 4  

EXPENSE 

0.00% $ 
0.00% $ 
0.00% $ 

0.00% $ 
2.50% $ 
0.00% $ 
0.00% $ 
2.52% $ 
0.00% $ 
0.00% $ 
2.00% $ 
2.00% $ 
2.50% $ 
2.00% $ 

1,338 

65 

30 
6 

9 
2.00% $ 375 

$ 1,824 

0.00% $ 
2.00% $ 7,014 
8.40% $ 103.297 
2.04% $ 252,635 
2.07% $ 26,916 
2.04% 8 47.072 
2.03% $ 

$ 436.934 

0.00% $ 
1.68% $ 
4.55% $ 
4.55% $ 

25.00% $ 
3.92% $ 
4.14% $ 
3.71% $ 
5.14% $ 

10.28% $ 

12,782 
16,593 
19,346 

102,031 
256 

3,860 
1,097 
1,405 

16.927 
4.98% $ 2,402 

$ 176,699 

2.80% $ ( 2.7 0 9 ) 
2.80% $ 

$ 612,747 
2.80% $ 14,000 

2.80% $ 4,082 
10.00% $ (118,714) 

$ 512.115 
$ 514,852 
$ (2,737) 
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ARIZONA-AMERICAN WATER COMPANY, INC. - S 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #7 - PROPERTY TAX 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

DESCRIPTION 
Staff Adjusted Test Year Revenues - 2001 
Weight Factor 
Subtotal (Line 1 x Line 2) 
Staff Recommended Revenue 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 x Line 8) 
Plus: 10% of CWlP - 2001 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 x Line 13) 
Composite Property Tax Rate 
Staff Proposed Property Tax Expense (Line 11 
Company Proposed Property Tax Expense 
Staff Adjustment 

\1 CITY WASTEWATER 

(PENSE 

: Line 15) 

Schedule All-9 

AMOUNT 
$ 5,088,340 

2 
$ 10,176,680 
$ 4,281,300 
$ 14,457,980 

3 
$ 4,819,327 

2 
$ 9,638,653 
$ 
$ 408,123 
$ 9,230,530 

25% 
$ 2,307,633 

7.6 1 8094% 
$ 175,798 
$ 193,701 
$ (1 7,903) 



LINE 
- NO. DESCRIPTION 

1 Income Taxes 
2 Total 

REFERENCES: 
Column [A]: 

Column [B]: 

Column [C]: 

ARIZONA-AMERICAN WATER COMPANY, INC. - 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 I 
OPERATING ADJUSTMENT ##8 - INCOME TAX El 

1 
i 
I 
1 
1 
I 
1 
I 
1 
1 
D 
1 
1 
1 
1 

IN CITY WASTEWATER SCHEDULE All-10 

ENSE 

[AI PI [Cl 
COMPANY STAFF STAFF 
AS FILED ADJUSTMENT PROPOSED 

b 257,188 $ 263,234 $ 520,422 
b 257,188 $ 263,234 $ 520,422 

:ompany, Schedule C-I, page 1 
:ompany, Schedule C-2, page 1 
:ompany, Schedule C-3, page 1 

'estimony, All 
Schedule DWC-2 

:olumn [A] + Column [B] 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CITY W 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

MINIMUM MONTI 

- 
LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 - - 

SNE 
NO. 

11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

- 

- 

CUSTOMER 
CLASS 

Residential Units (SSR) 
CommlResid Units (SSR) 
Commerical 
Comm. Large User (SS6) 
Multi-family Res. Units (AC SSR) 
Comm. additional toilets (SSI)  
Comm. per dishwasher (SS2) 
Comm. per wash mach. (SS3) 
Comm. per wash rack (SS4) 
ntentionally left blank 

~ 

CUSTOMER 
CLASS 

Residential Units (SSR) 
CommlResid Units (SSR) 
Commerical 
Comm. Large User (SS6) 
Multi-family Res. Units (AC SSR) 
Comm. additional toilets (SSI)  
Comm. per dishwasher (SS2) 
Comm. per wash mach. (SS3) 
Comm. per wash rack (SS4) 
ntentionally left blank 

$ 12.87 
$ 12.87 
$ 15.46 
$ 32.80 
$ 12.87 
$ 3.78 
$ 29.10 
$ 7.06 
$ 14.40 
$ -  

STAFF R 

EqT 
$ 10.82 
$ 10.82 
$ 12.99 
$ 27.56 
$ 10.82 
$ 3.18 
$ 24.45 
$ 5.93 
$ 12.10 
$ -  

Note: Commerical Large User's are the only class with a mmmo 

STEWATER 

LY AND COMMODITY CHARGES 

Schedule DRR-1 

UDED - 

20,000 

SOMMODITY 
CHARGE 

$ 1.24 

LONS 
UDED - 

20,000 

CHARGE -1 
-dpw 
SHARGE (b) INCLUDED 

$ 14.48 
$ 14.48 
$ 17.39 
$ 36.00 
$ 14.48 
$ 4.25 
$ 32.74 
$ 7.94 
$ 16.20 
c 

20,000 

CHARGE 1 
- I  

$ 1.24 

ity charge, which is assessed at a rate per 1,000 gallons over 20,000. 
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USAGE I 

ARIZONA-AMERICAN WATER COMPANY, INC. - SUN CI 
Docket No. WS-01303A-02-0867 et ai. 
Test Year Ended December 31,2001 

DOLLARS 

- 
-INE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

- 

- 
COMPANY PROPOSED 

-1NE 
NO. 

STAFF RECOMMENDED 

11 
12 
13 
14 
15 
16 
17 
18 
19 
20 - 

AVERAGE I PECREASE I PERCENT I MEDIAN I DECREASE IPERCENT 
I I 

LINE 
NO. 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

- 

- 

TYPICAL BILL ANALYSIS AVERAGE AND MEDIAN ISAGE COST COMPARISONS 

CUSTOMER 
CLASS 

Residential Units (SSR) 
ComdResid Units (SSR) 
Commerical 
Comm. Large User (SS6) 
Multi-family Res. Units (AC SSR) 
Comm. additional toilets (SSI) 
Comm. per dishwasher (SS2) 
Comm. per wash mach. (SS3) 
Comm. per wash rack (SS4) 
ntentionally left blank 

CUSTOMER 
CLASS 

Residential Units (SSR) 
ComdResid Units (SSR) 
Commerical 
Comm. Large User (SS6) 
Multi-family Res. Units (AC SSR) 
Comm. additional toilets (SSI) 
Comm. per dishwasher (SS2) 
Comm. per wash mach. (SS3) 
Comm. per wash rack (SS4) 
ntentionallv left blank 

CUSTOMER 
CLASS 

Residential Units (SSR) 
CommlResid Units (SSR) 
Commerical 
Comm. Large User (SS6) 
Multi-family Res. Units (AC SSR) 
Comm. additional toilets (SSI) 
Comm. per dishwasher (SS2) 
Comm. per wash mach. (SS3) 
Comm. per wash rack (SS4) 
ntentionally left blank 

Schedule DRR-2 

lENT 
MEDIAN 

USAGE I DOLLARS 

NIA $ 12.87 
NIA $ 12.87 
NIA $ 15.46 
1,080,156 $ 1,347.39 
NIA $ 12.87 
NIA $ 3.78 
NIA $ 29.10 
NJA $ 7.06 
NIA $ 14.40 

AVERAGE I INCREASE I PERCENT I MEDIAN I INCREASE IPERCEN 
I 

$ 14.48 
$ 14.40 
$ 17.39 
$ 1,521.12 
$ 14.48 
$ 4.25 
$ 32.74 
$ 7.94 
$ 16.20 

$i 1.61 
1.61 

$~ 1.93 
173.73 

1.61 
0.47 
3.64 1 0.88 

$I 

$I 

12.51 % 
12.51 % 
12.48% 
12.89% 
12.51 % 
12.43% 
12.51% 
12.46% 
12.50% 

$ 14.48 
$ 14.48 
$ 17.39 
$ 1,521.12 
$ 14.48 
$ 4.25 
$ 32.74 
$ 7.94 
$ 16.20 

$ 1.61 
$ 1.61 
$ 1.93 
$ 173.73 
$ 1.61 
$ 0.47 
$ 3.64 
$ 0.88 
$ 1.80 

12.51 % 
12.51% 
12.48% 
12.89% 
12.51% 
12.43% 
12.51 % 
12.46% 
12.50% 

a) Reflects phas$ b o  rates. 

$ 10.82 (2.05) 

(2.47) 
(1 96.47) 

(2.05) 

(4.65) 

$ 12.99 
$ 1,150.92 
$ 10.82 
$ 3.18 9 (0.60) 

$ $ 24’45 5.93 3 (1.13) 
$ 12.10 7 (2.30) 

-15.93% 
-15.93% 
-15.98% 
-14.58% 
-15.93% 
-15.87% 
-15.98% 
-1 6.01 % 
-15.97% 

10.82 
10.82 
12.99 
,I 50.92 

10.82 
3.18 

24.45 
5.93 

12.10 

$ (2.05) 
$ (2.05) 
$ 0.12 
$ (196.47) 
$ (2.05) 
$ (0.60) 
$ (4.65) 
$ (1.13) 
$ (2.30) 

-1 5.93% 
-15.93% 

0.93% 
-14.58% 
-15.93% 
-15.87% 
-15.98% 
-16.01% 
-15.97% 
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Schedule DWC-1 ARIZONA-AMERICAN WATER COMPANY, INC. - MOHAVE v\ 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

REVENUE REQUIREMENT 

TER 

[AI 
COMPANY 

FA1 R 
VALUE 

PI VI 
STAFF STAFF 

- COST VALUE 
ORIGINAL FA1 R LINE 

- NO. DESCRIPTION 

$ 15,212,898 $ 9,649,461 $ 9,649,461 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

jjusted Rate Base 

$ 796,077 $ 1,055,366 $ 1,055,366 Adjusted Operating Income/(Loss) 

Current Rate of Return (L2 / L1) 5.23% 10.94% 10.94% 

Required Rate of Return 7.75% 6.6% 6.6% 

Required Operating Income (L4 x L1) $ 634,935 $ 634,935 $ 1,179,000 

Operating Income Deficiency/(Excess) (L5 - L2) $ 382,923 $ (420,431) $ (420,431) 

Gross Revenue Conversion Factor 1.62860 1.62863 1.62863 

Required Revenue Increase/(Decrease) (L7 x L6) $ 623,628 $ (684,729)l $ (684,729)l 

!§ 4,394,775 $ 4,394,775 Adjusted Test Year Revenue $ 4,394,775 

Proposed Annual Revenue (L8 + L9) $ 5,018,403 0,046 $ 3,710,046 $ 3,7 

-15.58% 

9.7% 

Required Increase/Decrease in Revenue (%) 14.19% 5.58% 

Rate of Return on Common Equity (%) 1 1.50% 9.7% 

References: 
Column [A]: Company Schedules A-I, A-2, & D-I 
Columns [B] & [C]: Staff Schedules All-I, DWC-2, I 

I 
I 
I 
I 
I 
I 

WC-3, & JMR-9 

(67) 
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24 Recommended Revenue Requirement (Schedule DWC-1, Col. [B], 
25 Uncollectible Rate (Line I O )  
26 Uncollectible Expense on Recommended Revenue (L24 x L25) 
27 Adjusted Test Year Uncollectible Expense 

ARIZONA-AMERICAN WATER COMPANY, INC. - MOHAVE WATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

GROSS REVENUE CONVERSION FACTOR 

Line IO) 

LINE 
- NO. DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
1 Billings 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 

6 

Combined Federal and State Tax Rate (Line 17) 

Revenue Conversion Factor (L1 / L5) 

Calculation of Uncollecttible Factor: 

Combined Federal and State Tax Rate (Line 17) 
One Minus Combined Income Tax Rate (L7 - L8 ) 

Uncollectible Factor (L9 x L10 ) 

Calculation of E ffective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 40) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 + L16) 

5 Subtotal (L3 - L4) 

7 Unity 
8 
9 
10 Uncollectible Rate 
11 

30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

Calculation of Income Tax: 
Revenue (Schedule AII-7, Col. [C], Line 5 & Sch. DWC-I, Col. [B], L 
Operating Expenses Excluding Income Taxes 
Synchronized Interest (L43) 
Arizona Taxable Income (L30 - L31 - L32) 
Arizona State Income Tax Rate 
Arizona Income Tax (L33 x L34) 
Federal Taxable Income (L33 - L35) 
Federal Income Tax Rate 
Federal Income Tax (L36 x L37) 
Combined Federal and State Income Tax (L35 + L38) 

40 Applicable Federal Income Tax Rate(Co1. p], L38 - Col. [B], L38) I ( 

Calculation of Interest Svnchronization: 
41 Rate Base (Schedule DWC-3. Col. [C]. Line 17) 
42 Weighted Average Cost of Debt 
43 Synchronized Interest (L41 x L42) 

3 IO) 

[AI 

100.0000% 
0.0000% 

100.0000% 
38.5989% 
61.4011% 
1.628635 

100.0000% 
38.5989% 
61.4012% 
0.0000% 
0.0000% 

100.0000% 
6.9680% 

93.0320% 
34.0000% 
31.6309% 
38.5989% 

$ 634,935 
$ 1,055,366 

$ (420,431) 

$ 228.081 
i 492:378 

$ (264,298) 

rc1 

$ 3,710,046 
0.0000% 

$ 
$ 

$ 

$ (684,729) 

STAFF 
Test Year Recommended 

$ 4,394,775 $ 3,710,046 
$ 2.847.031 S - $ 2.847.031 

Schedule DWC-2 

$ '272:115 . $ 272i115 
$ 1,275,629 $ 590,900 

6.9680% 6.9680% 
$ 88.886 $ 

$ 1,186,743 $ 549,726 
34.0000% 34.0000% 

$ 403,493 
$ 492,378 

11. IC], L36 - Col. [A], L36) 

$ 9,649,461 
2.82% 

$ 272,115 

[Dl 

41.174 

$ 186,907 
$ 228,081 

34.0000% 
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ARIZONA-AMERICAN WATER COMPANY, INC. - MOHA' 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

RATE BASE - ORIGINAL COST 

LINE 
- NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

4 
5 Less: Accumulated Amortization 
6 Net CIAC 

Contributions in Aid of Construction (CIAC) 

7 Advances in Aid of Construction (AIAC) 

8 Customer Deposits 

9 Meter Advances 

10 Deferred Income Tax Credits 

ADD: 

11 Cash Working Capital 

12 Prepayments 

13 Supplies Inventory 

14 Projected Capital Expenditures 

15 Deferred Debits 

16 Citizens Acquisition Adjustment 

17 Original Cost Rate Base 

Adiustments: 
A. Per plant adjustments on Schedule DWC-c 
B. Per accumulated depreciation adjustment! 
C. Per acquisition adjustment on Schedule D 

References: 
Column [A]: Company Schedule B-1 
Column [B]: Staff Schedule DWC-4 
Column [C]: Column [A] + Column [B] 

i WATER Schedule DWC-3 

[AI 
COMPANY 

AS 
FILED 

$ 23,833,079 
7,852,645 

$ 15,980,434 

[CI 
STAFF 

PI 

STAFF AS 
ADJUSTMENTS ADJ ADJUSTED 

$ (28,638) A $ 23,804,441 
(93,363) B 7,759,282 

$ 64,725 $ 16,045,159 

2,825,809 - 2,825,809 

3,462,178 

107,711 

- 

- 

6,121,931 

$ 15.706.667 

m Schedule DWC-4 
C-4 

- 3,462,178 

- 107,711 

- 

(6,121,931) C 

$ (6,057,206) $ 9,649,461 



IZONA-AMERICAN WATER CCMPANY. INC. - MOHAM WATER 
cket No. WSOlM3A42-0867 et al. E Year Ended December 31.2001 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 

Schedule DWC-4 

DESCRIPTION 

1 

1; 
I b  11 

1;; 
(in 23 

1; 
1: 37 

1; 
1; 

7 

12 
13 

18 
19 

24 
25 
26 

31 
32 

38 

43 
44 
45 

50 

PLANT IN SERVICE: 
!&g@& 

301.00 Organization 
302.00 Franchises 
303.00 Miscellaneous Intangibles 

Subtotal Intangible 

Source of S U D D ~  
310.00 Land a Land Rights 
311.00 Structures & Improvements 
312.00 Collecting & Impounding Reservoirs 
313.00 Lakes, Rivers. Other Intakes 
314.00 Wells and Springs 

Subtotal Source of Supply 

320.00 Land 8 Land Rights 
321 .W Structures a Improvements 
323.00 Other- Produdjon 
325.00 Electric Pumping Equipment 
326.00 Diesel Pumping Equipment 
328.10 Gas Engine Pumping Equipment 

Subtotal Pumping 

Water Treatment 
330.W Land &Land Rights 
331.00 Structures 8 Improvements 
332.00 Water Treaiment Equipment 

Subtotal Water Treatment 

Transmission & Distribution 
340.00 Land &Land Rights 
341 .OO Structures & Improvements 
342.00 Distribution Reservoirs 8 StandoiDes 
343.00 Transmission & Distribution 
344.00 Fire Mains 
345.00 Services 
346.00 Meters 
348.00 Hydrants 
349.00 Other Transmission & Distribution 

Subtotal Transmission Distribu. 

General -Allocated Common Plant 
389.00 Land 8 Land Rights 
390.00 Structures &Improvements 
391 .OO Office Furniture and Equipment 
391.10 Computer Equipment 
392.00 Transporbtbn Equipment 
393.00 Stores Equipment 
394.00 Tools. Shop. & Garage Equipment 
395.00 Laboratory Equipment 
396.00 Power Operated Equipment 
397.00 Communication Equipment 
398.00 Miscellaneous Equipment 

Subtotal General 

56 Add 
57 

58 Less: I ~ 

61 Total Piant in Service 
62 Less: Accumulated Depreciation 
63 Net Plant in Service (L59 - L 60) r 66 Contributions in Aid of Construction (CIAC) 
65- 

67 Less: Accumulated AmorLizabon 
68 
69 Advances in Aid of Construction (AIAC) 
70 Customer Deposits 
71 Meter Advances 
72 Deferred Income Tax Credits 

Net ClAC (L25 ~ L26) 

I, 74 ADL): 

75 Cash Working Capital Allowance 
76 Prepayments 
77 Supplies Inventory 
78 Projected Capital Expenditures 
79 DefecredDebik 
80 Citizens Acquisition Adjustment 
81 Original Cost Rate Ease 

I 

[AI le1 
COMPANY Plant-not used Plai 

ADJtll 

Leave Blank 

$ 34,004 $ - 5 
37.061 

- -  
71.065 - - 

261,542 
643.073 
663.944 

802,320 - - 
2.370.879 - - 

2.361 
1.687 

1,708,531 

- -  
1,712,579 - - 

409,500 
15,157 
49.198 - - 

473,053 - - 

9.609 
4,583 

1 .I 89.528 
11,691,493 

2,863,818 
1.825.558 

- -  
17,584589 - - 

293 
89251 

313.106 
353.433 
542.457 

2,865 
1 18.742 

7277 
71.294 

110,560 
10,836 - - 

1.620.114 - - 

- -  
$ 23.833.079 $ - $ 

7.852.645 - - 
$ 15.980.434 - 2 

$ - $ - $  
- -  

2.825,809 
3.462.178 

107,711 

6,121.931 - - 
$ 15,706,667 5- f 

1 
2 Plant ~ unidentified 
3 Plant ~ mis-posted 
4 Plant ~ removed by previ 
5 Post-Test Year Plant 
6 Remove AFUDC Adj. W 
7 Remove Acquisition Ad) 

Plant ~ not used & useful 

IO 
STAFF nidenWied Plant Mis-Posted Plant b v .  Dec. Post-N PI. AFUDC Adj. Acquisiiion Adj ADJUSTED 

IC] A IEJ 19 [GI M 

222 ADJH n o J # 5 & & 2  

Leave Blank Leave Blank Leave Blank 

- I  - s - 5 -  5 -  $ - 5 34.004 
37,061 

71.065 
--- --- 

(63.719) 11225 209,048 
127.873 770,946 

663,944 

(37.1111 (11.000~ - 754209 
~ - 128.098 2,398,147 1w.830) - 

2.361 
1.687 

146,092 1.854.623 

1.858.671 
--- 

146.092 - 
(12.699) 396.801 

15.157 
1.674 50.870 

(11.025l 462.828 
- - 

(98.020) 

196.020) 

(30.000) 

-- 
(30,000)- - 

9.609 
4.563 

1.093508 
11,661,493 

2.863.818 
1.825558 

17.458369 

(37.142) (23.400) 
(1 1.960) 

3.678 

821 

3.050 

293 
28.709 

301,148 
353,433 
546.135 

2,865 
119.563 

7277 
71294 

113,610 
10.836 

1.555.161 
~ - -  

(37.142) - (27.8111 

--- 
233.992) $ - $ - $ 205.354 $ - $ ~ $ 23.804.441 

7.759.282 
$ - ~ $ - $ 16.045.159 
--- 93.363 - 1 4 0 . 6 2 9 ) s  

- $  - $ - $ - $ -  5 - 5  

2.825.809 
3.462.178 

107,711 

- ~ -  

(6,121,931) --- 
~ $ - $ 205.354 $ - $ (6.121.931) $ 9,649,461 ---- S $  

References: 
Per Staff Engineering Reports 
Per Staff Engineering Reports 
Per Company Response to Staff Data Request BKE 263 
Per Decision No. 60172 
Per Company Response to Staff Data Request DWC 122 
Per Company Response to Staff Data Request DWC 610 Amended 

i decision 

nent Per Carlson Dired Testimony 
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a ARIZONA-AMERICAN WATER COMPANY, INC. - MOHAVE WATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME STATEMENT -TEST YEAR AND STAFF 

[AI 

COMPANY 
LINE TEST YEAR 
- NO. DESCRIPTION AS FILED 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

REVENUES: 
Metered Water Sales $ 4,286,070 
Water Sales - Unmetered 
Other Operating Revenue 108,705 
Total Operating Revenues $ 4,394,775 

OPERATING EXPENSES: 
Salaries & Wages 
Purchased Water 
Purchased Pumping Power 
Chemicals 
Repairs & Maintenance 
Office Supplies & Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expense 
Insurance - General Liability 
Insurance - Health and Life 
Regulatory Comm. Exp. - Rate Case 
Miscellaneous Operating Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

$ 844,087 
5,040 

294,603 
8,150 

301,313 
249,611 

5,177 
521,040 

18,307 

27,385 

29,013 
83,386 

692,199 
47,563 

272.584 
199,240 

Total Operating Expenses $ 3,598,698 
Operating Income (Loss) $ 796,077 

References: 
Column [A]: Company Schedule C-I 
Column [B]: Schedule All-2 
Column IC]: Column [A] + Column [B] 
Column [D]: Schedules D W C l  and DWC-2 
Column [E]: Column [C] + Column [D] 

SCHECULE All-I 

ZOPOSED 

[BI [CI [Dl [El 
STAFF 

STAFF TEST YEAR STAFF 
TEST YEAR AS PROPOSED STAFF 

ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

$ $4,286,070 $ (684,729) $ 3,601,341 

108,705 
$ $4,394,775 $ (684,729) $ 3,710,046 

108,705 

$ (229,804) 

76 
(26,286) 

(1 29,247) 
35,042 

(521,040) 

42,838 

339,176 
(21,266) 

(9,622) 
(32,295) 
293,138 

$ 614,283 
5,040 

294,679 
(1 8,136) 
301,313 
120,364 
40,219 

18,307 

70,223 

29,013 
422,562 
670,933 

37,941 
240,289 
492,378 

$ 

(264,297) 

$ 614,283 
5,040 

294,679 
(1 8,136) 
301,313 
120,364 
40,219 

18,307 

70,223 

29,013 
422,562 
670,933 
37,941 

240,289 
228,081 

$ (259,289) $3,339,409 $ (264,297) $ 3,075,112 
$ 259,289 $1,055,366 $ (420,432) $ 634,934 
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ARIZONA-AMERICAN WATER COMPANY, INC. - MOHA’ 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #I - CITIZEN 

LINE COh 
NO. DESCRIPTION AS 

1 Taxes Other Than Income $ 
2 Purchased Power $ 
3 Chemicals $ 
4 Repairs & Maintenance $ 
5 Office Supplies & Expense $ 
6 Outside Services $ 
7 Rents $ 
8 Insurance Expense - General Liability $ 
9 Miscellaneous Expense $ 

10 Total Adjustments $ 

I 
I 
I Column [B]: 

I 
1 
I 
II 
I 
I 
I 
I 

REFERENCES: 
Column [A]: Compz 

Compz 
Bouras 
Stephe 

Testim 

WATER 

i CORPORATE COST 

1 
ANY 

- 
(76) - 

18,092) 
35,042) 

42,838) 
40,594) 
36,643) 

- 

ADJUSTMENT 
LABEL 

l a  
I b  
I C  

I d  
l e  
I f  
l g  
I h  
l i  

SCHEDULE All-3 

191 
STAFF 

ADJUSTMENT 
$ 
$ 76 
$ 

- 

- 
m 
3 
$ 18,092 
$ 35,042 
$ 
$ 42,838 
$ 340.594 

- 

- 

- . -  
ii 436,643 

I ,  Schedule C-2, page 1 
I ,  Schedule (2-2, page 2 
1, Direct, page 11 
;on, Direct, pages 14, 15, and 16 

iy, All 
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Testimony, A31 
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ARIZONA-AMERICAN WATER COMPANY, INC. - SCHEDULE All-4 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #2 - SERVIC~~: COMPANY CHARGES 

 OMP PAN^ [AI ' 
LINE 
NO. DESCRIPTION AS FILEDl - 

1 Service Company Charges 
2 Total Adjustments 

REFERENCES: 
Column [A]: 

Column [B]: 

PI 
STAFF 

ADJUSTMENT 
$ (521,040) 
$ (521.040) 

edule C-2, page 1 
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ARIZONA-AMERICAN WATER COMPANY, INC. - MOHA’ 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #3 - PROJECTED AD1 

[AI 
LINE COMPANY 
NO. DESCRIPTION AS FILED 

1 Salaries &Wages $ 270,391 
2 Office Expense $ 147,33E 
3 Chemicals $ 26,286 
4 Miscellaneous $ 1,41t 
5 Total Adjustment $ 445,432 

REFERENCES: 
Column [A]: Company, Scht 

Company, Scht 
Bourassa, Dire1 
Stephenson, Di 

Column [B]: Testimony, All 

: WATER SCHEDULE All-5 

rlONAL EXPENSES 

PI 
ADJUSTMENT STAFF 

LABEL ADJUSTMENT 
3a $ (270,391) 
3b $ (147,339) 
3c $ (26,286) 
3d 

ule C-2, page 1 
ule C-2, page 10 
pages 14 and 15 
ct, pages 17 and 18 
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ARIZONA-AMERICAN WATER COMPANY, INC. - MOHAVE WATE 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #4 - TEST YEAR SAL 

LINE 
- NO. DESCRIPTION 

1 Salaries &Wages 
2 Payroll Taxes 
3 Total Adjustments 

REFERENCES: 
Column [A]: 

Column [B]: 

[AI 
COMPANY ADJUSTME 
AS FILED LABEL 

$ (614,283) 4a 
$ (37,941) 4b 
$ (652,224) 

Company, Schedule C-2, page 1 
Company, Schedule C-2, page 
Bourassa, Direct, page 11 

Testimony, All 

SCHEDULE All-6 

LIES AND WAGES, AND RELATED EXPENSES 

PI 
STAFF 

ADJUSTMENT 
$ 614,283 
$ 37,941 
$ 652,224 
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ARIZONA-AMERICAN WATER COMPANY, INC. - MOHA’ 
Docket No. WS-01303A-02-0867 et ai. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #4 - PROJEC 

[AI 
LINE COMPANY 
- NO. DESCRIPTION AS FILED 

1 Salaries &Wanes $ 573,696 - 
2 Payroll Taxes 
3 Total Adjustments 

$ 47,563 
$ 621,259 

REFERENCES: 
Column [A]: Company, Schedi 

Company, Schedi 
Bourassa, Direct, 
Stephenson, Dire 

Column [B]: Testimony, All 

WATER SCHEDULE All-7 

ED SALARIES AND WAGES 

ADJUSTMENT 
LABEL 

5a 
Sb 

3 C-2, page 1 
3 C-2, page 5 
age 12 
pages 17 and 18 

PI 
STAFF 

ADJUSTMENT 
$ (573,696) 
$ (47,563) 
$ (621,259) 



ARIZONA-AMERICAN WATER COMPANY. INC. - MOHAVE WATER 
Docket No. WS-01303A-024867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #6 - DEPRECIATION EXPENSE 

LINE 
- NO. DESCRIPTION 
1 lntanoible 
2 Organization 
3 Franchises 
4 Miscellaneous Intangibles 
5 Subtotal Intangible 
6 
7 Source of SUDD~Y 
8 Land and Land RiQhts 
9 structures and improvements 
10 Collecting and Impounding Res. 
11 Lakes, Rivers, Other Intakes 
12 Wells and Springs 
13 Subtotal Source of Supply 
14 
15 PumDinq 
16 Land and Land Rights 
17 Structures and Improvements 
18 Other Power Production 
19 Electric Pumping Equipment 
20 Diesel Pumping Equipment 
21 Gas Engine Pumping Equipment 
22 Subtotal Pumping 
23 
24 Water Treatment 
25 Land and Land Rights 
26 Structures and Improvements 
27 Water Treatment Equipment 
28 Subtotal Water Treatment 
29 
30 Transmission and Distribution 
31 Land and Land Rights 
32 Structures and Improvements 
33 Distribution, Reservoirs. & ST 
34 Transmission and Distribution 
35 FireMains 
36 Services 
37 Meters 
38 Hydrants 
39 Other Transmission & Distribution 
40 Subtotal Transmission and Distribution 
41 
42 General 
43 Land and Land Rights 
44 Structures and Improvements 
45 ORice Funiture and Equipment 
46 Computer Equipment 
47 Transportation Equipment 
48 Stores Equipment 
49 Tools, Shop and Garage 
50 Laboratory Equipment 
51 Power Operated Equipment 
52 Communication Equipment 
53 Miscellaneous Equipment 
54 Subtotal General 
55 
56 TOTALS 
57 Amortization of Deferred Regulatory Assets 
58 Less: Amotization of Contributions 
59 Staff Recommended Depreciation Expense 
60 Company Proposed Depreciatioon Expense 
61 Staff Adjustment 

ORIGI~AL 

-I=- $ 1.85 ,671 

SCHEDULE Al l4  

RATE W E N S E  

0.00% $ 
0.00% $ 
0.00% $ 

0.00% $ 
2.83% $ 21,818 
2.54% $ 16,864 
0.00% 8 
2.70% $ 20,364 

$ 59,046 

0.00% $ 
2.39% $ 40 
0.00% $ 
5.12% $ 94,957 
0.00% $ 
0.00% $ 

$ 94,997 

$ 39/1,801 0.00% $ 
8 1b.157 2.50% 8 379 

4$i7; 12.00% $ 6,104 
$ 6,483 

1,09 ,508 
11,66 i:" ,493 

2,86/3,818 
I -  

0.00% $ 
1.81% $ 
1.81% $ 
2.61% $ 
0.00% $ 
5.41% $ 
6.53% $ 
0.00% $ 

83 
19,792 

304,365 

154.933 
119,209 

$ i -  0.00% $ 
$ 17.45b.569 $ 598.382 

$ 11 ,563 

$ 71.294 
$ 11 ,610 * $ 1.5 ,161 

0.00% $ 
2.03% $ 
4.10% $ 
4.10% $ 

25.00% $ 
3.93% $ 
7.55% $ 
3.06% $ 
9.23% 8 

583 
12,342 
14,485 

136,534 
113 

9,029 
223 

6.581 
4.10% $ 4,662 
6.19% $ 671 

$ 185,222 

$ 944,130 
9,384 

$ 670,933 
$ 692,199 
$ (21,266) 
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ARIZONA-AMERICAN WATER COMPANY, INC. - MOHP 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #7 - PROPERTY TAX 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

11 
12 
13 
14 
15 
16 
17 
18 

DESCRIPTION 
Staff Adjusted Test Year Revenues - 2001 
Weight Factor 
Subtotal (Line 1 x Line 2) 
Staff Recommended Revenue 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 x Line 8) 
Plus: 10% of CWlP - 2001 
Less: Net Book Value of Licensed Vehicles 
Less: Net Book Value of Licensed Vehicles - I 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 x Line 13) 
Composite Property Tax Rate 
Staff Proposed Property Tax Expense (Line 1 
Company Proposed Property Tax Expense 
Staff Adjustment (Line 16 - Line 17) 

WATER 

(PENSE 

I Forma 

Line 15) 

(79) 

SCHEDULE All-9 

AMOUNT 
$ 4,394,775.00 

2 
$ 8,789,550 
$ 3,710,046 
$ 12,499,596 

3 
$ 4,166,532 

2 
$ 8,333,064 
$ - 
$ 524,857 
$ 17,600 
$ 7,790,607 

25% 
$ 1,947,652 

12.337393% 
$ 240,289 
$ 272.584 
$ (321295) 



ARIZONA-AMERICAN WATER COMPANY, INC. - MOHA E WATER 1 Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 I 

[AI 
COMPANY 
AS FILED 

SCHEDULE All-IO 

PI [CI 
STAFF STAFF 

ADJUSTMENT PROPOSED 

OPERATING ADJUSTMENT #8 - INCOME TAX EXF)ENSE 

I 

LINE 
- NO. DESCRIPTION 

1 Income Taxes 
2 Total 

293,138 $ 492,378 
293,138 $ 492,378 

Company, Sch dule C-I , page 1 
Company, Sch dule C-2, page 1 
Company, Sch E dule (2-3, page 1 

REFERENCES: 
Column [A]: 

Column [B]: 
Schedule DW C -2 

Testimony, AI1 

I 
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ARIZONA-AMERICAN WATER COMPANY, INC. - MOHAVE WATER 
Docket No. WSO1303A-02-0867 et al. 
Test Year Ended December 31,2001 

TYPICAL BILL ANALYSIS AVERAGE AND 

LINE I CUSTOMER 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 

CUSS 

Residential 518" 
RS BCMl 5/8" 
RS BRMI 5/8" 
RS BRMO 5/8" 

Residential MF 5/8 
RS BOO2 38" 
RS BOO3 5/8" 
RS BOO4 518" 
RS BO05 5/8" 
RS BO06 518' 
RS BOO7 38" 
RS BOO8 518" 
RS 8009 5/8" 
RS BO10 518' 
RS BO12 518" 
RS BO18 5/8' 
RS BO19 38" 
RS BO20 518" 
RS BO22 518" 
RS BO60 518" 
RS BO67 518' 

Residential 314" 
Residential 1" 

RS BCMl 1' 
RS BlMl1' 

Residential MF 1" 
RS BOO2 I" 
RS BOO3 1' 
RS BOO4 1" 
RS BOO6 I" 
RS BOO8 1" 
RS BOO9 1' 
RS BO10 1" 
RS BO12 1' 
RS BO13 1' 
RS BO14 1" 
RS BO18 1' 
RS BO30 1" 

Residential 1 .S 
Residential MF 1.5 

RS BOO4 I .5" 
RS BO26 1.5" 
RS BO52 I 5" 

RS BCMl Y 
RS BRMl Y 

Residential MF 2" 
RS BOO4 2" 
RS BO06 2" 
RS BOO8 2" 
RS BOO9 2" 
RS BO10 2" 
RS BO1 1 2" 
RS BO1 2 2' 
RS BO1 3 2" 
RS BO15 Y 
RS BO16 2" 
RS BO17 2" 
RS BO18 2" 
RS BO20 Y 
RS BO21 2" 
RS 8023 2" 
RS BO24 2" 
RS BO25 2' 
RS BO28 2" 
RS BO30 2' 
RS Bo31 2" 
RS BO40 2" 
RS BO41 2' 
RS BO43 2" 

Residential 2" 

CURRE 
AVERAGE 

8,787 $ 
7,466 $ 

11,078 $ 

13,090 $ 
12.178 $ 
18.231 $ 
29,000 $ 
28,139 $ 
23,917 $ 
47,917 $ 
15,750 $ 

87,524 $ 
74,000 $ 
19,833 $ 
48,944 $ 
63,625 $ 

183.750 $ 
355,545 $ 

48.750 $ 

UOT USED 

37,875 $ 
20,334 $ 

14.743 $ 
12,970 $ 
19.350 $ 
38,083 $ 

126,667 $ 
6,833 $ 

46,917 $ 
159,000 $ 
31.708 $ 
72.708 S 
83.917 $ 
61,000 $ 

UOT USED 

- $  
72,833 $ 
95,125 $ 

36,152 $ 
72,230 $ 

15,924 $ 
103.833 $ 
17,000 $ 
57,958 $ 
23,417 $ 
11,417 $ 
34,304 $ 
9,333 $ 
8.000 $ 

95,359 $ 
6.083 $ 

45.208 $ 
55,750 $ 
11.972 $ 
15.167 $ 
89,083 $ 
24,750 $ 
81,000 $ 
70,917 $ 

184,167 $ 
235,167 $ 
278,208 $ 
164,278 $ 

20.18 
18.22 
23.56 

33.71 
39.53 
55.66 
78.77 
84.67 
85.59 

128.28 
87.84 

143.85 
215.58 
238.58 
165.58 
215.84 
251.91 
702.15 

1,006.60 

69.58 
43.61 

36.16 
40.71 
57.32 
99.38 

244.83 
77.85 

141.14 
321.36 
140.14 
207.99 
253.26 
305.38 

34.60 
294.21 
513.63 

82.02 
135.42 

52.25 
196.69 
82.52 

150.31 
106.36 
95.77 

136.81 
I 12.45 
129.75 
255.85 
147.05 
195.97 
225.91 
181.65 
198.95 
303.92 
216.25 
320.64 
320.06 
494.84 
634.85 
705.72 
551 .44 
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DlAN USAGE AND COSTS 

MEDIAN 
4GE I DOLLARS 

7,000 $ 
7,000 $ 
7,000 $ 

7,000 $ 
7,000 0 
7.000 $ 
7,000 $ 
7.000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7,000 0 
7.000 $ 
7.000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7,000 $ 

7,000 $ 
7,000 $ 

7,000 $ 
7.000 5 
7.000 5 
7.000 .$ 
7.000 $ 
7,000 $ 
7,000 $ 
7.000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7,000 $ 

- $  
7,000 $ 
7,000 $ 

7,000 $ 
7,000 $ 

7,000 $ 
7.000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7.000 $ 
7.000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7,000 $ 
7.000 $ 
7,000 $ 
7,000 $ 
7,000 $ 

(83) 

17.53 
17.53 
17.53 

24.70 
31.87 
39.04 
46.21 
53.38 
60.55 
69.20 
77.85 
86.50 

103.80 
155.70 
164.35 
173.00 
190.30 
519.00 
579.55 

23.66 
23.88 

24.70 
31.87 
39.04 
53.38 
69.20 
77.85 
86.50 

103.80 
112.45 
121.10 
155.70 
259.50 

34.60 
224.90 
449.80 

38.88 
38.88 

39.04 
53.38 
69.20 
77.85 
86.50 
95.15 

103.80 
112.45 
129.75 
138.40 
147.05 
155.70 
173.00 
18f.65 
198.95 
207.60 
216.25 
242.20 
259.50 
268.15 
346.00 
354.65 
371.95 



I 
I 
I 
I 
I 
I 
1 
1 
I 
I 
1 
I 
1 
I 
I 
i 
I 
I 
I 

TYPICAL BILL ANALYSIS AVERAGE AND 

ARIZONA-AMERICAN WATER COMPANY, INC. - MOHAVE WATER 
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*JFDIAN USAGE AND COSTS 

Schedule DRR-2 
PageZof6 

71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
63 
84 
85 
86 
67 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 
1OC 
101 
102 
103 
104 
105 
I O €  
107 
1 OE 
1 os 
110 
Ill 
112 
ll? 
114 
I15 
116 
117 
118 
11s 
12c 
121 
12i 
12? 
124 
125 
1X  
127 
12E 
12s 
13C 
131 
13i 
13? 
134 
135 
1 3E 
137 
13E 
13s 
14C 
141 
142 
143 - 

RS 6048 2" 
RS BO52 2" 
RS BO57 2' 
RS 8173 Y 
RS 6174 2" 

Residential MF 4" 
RS 8041 4" 
RS BO66 4" 

Residential MF 6' 
RS 6174 6" 
RS 8359 6" 
RS 8373 6' 
RS M695 

Rio Verde Res 5/8" 
Rio Verde Res 1" 
Rio Verde Res 2- 
Cornrnerical5/8' 

CM BAMl518" 
CM BCMl518" 
CM BCMO 548" 
CM BRNl5I8" 
CM RCMl518" 

CM BO02 518" 
CM BO03 518' 
CM BOO4 S/8' 
CM BOO5 98' 
CM BO06 516" 
CM BO07 548" 
CM BO10 548" 
CM BO17 518' 

Comm MU 518' 

Comrnerical314" 
Comrnerical 1' 

CM BCMl1" 
CM BCMO 1" 
CM RCMl1" 
CM BCTX 1' 

CM BO03 1' 
CM BOO4 I' 
CM BOO5 1" 
CM BOO6 1" 

CM BCMll.5" 

CM BO05 1.5" 

CM BAMl2" 
CM BCMl2" 

BCMO 2' 
CM BCTX 2" 

CM BO04 2" 
CM BOO6 2' 
CM BO12 2" 
CM BO14 2" 
CM BO44 2" 

CM BCMl3" 

Comrn MU 1' 

Cornrnerical1.5" 

Cwnrn MU 1.5" 

Cornrnerical 2" 

Comm MU 2" 

Cornrnerical3" 

>A5/8" BAMl 
>AI. BAMl 
>A 1.5" BAMl 
aA2" BAMl 
DA3" BAMl 
'A4" BAMl 
'A6" BAMI 
PF 2" 
PF 4' 
PF 6" 
PF 8" 
PF 10" 
PF Hydrant 
ntentionally left blank 

255,750 5 
148.250 5 
167,167 5 
631,000 5 

17.400 $ 

404,583 5 
28,583 5 

87.600 $ 
1,192,333 5 
1,104,000 $ 
2,057,083 5 

11,942 $ 
12,501 5 
11.000 5 

15,042 $ 
11,714 $ 

196.229 5 
13.286 $ 
8,000 5 

9,125 $ 
27,250 $ 
13,000 5 
17,417 $ 
14,917 5 
26,250 $ 
8,500 5 

365.500 5 
JOT USED 

29,461 5 
14,368 $ 
20,000 5 

- 5  

22.167 $ 
11,174 $ 
7,167 $ 
9,917 5 

85.344 5 

123,250 5 

39,875 $ 
107,010 5 
62,901 $ 
74,194 5 

118,000 5 
15,667 $ 

265,083 $ 
183,667 5 

4,750 5 

153,110 5 
3,731 5 

27.158 5 
27.767 5 
74,826 5 

830,167 $ 
1,050,083 5 
1,740,583 $ 

- 5  
- $  
- $  
- 5  
- 5  
- 5  

722.67 
592.25 
656.10 

2,174.29 
1,505.10 

892.75 
570.90 

1.505.10 
4,338.68 
4,308.33 
8.027.63 

25.15 
26.13 
23.50 

29.43 
24.51 

297.59 
26.63 
19.01 

27.85 
61.84 
47.92 
61.63 
65.10 
92.00 
86.50 

662.83 

57.12 
34.79 
43.12 
15.00 

54.32 
45.22 
46.46 
57.70 

149.83 

218.26 

87.54 
186.89 
121.61 
138.33 

203.32 
66.21 

478.36 
372.21 
380.60 

285.12 
12.69 
53.71 
64.61 

139.26 
1,287.17 
1.642.64 
2.774.58 

3.00 
6.00 
9.00 

12.00 
15.00 
7.64 

7.000 $ 
7,000 5 
7,000 5 
7.000 $ 
7.000 $ 

7,000 5 
7,000 5 

7.000 $ 
7.000 $ 
7,000 5 
7,000 5 
7,000 5 
8.0oO 0 
7.000 5 

7,000 5 
7.000 $ 
7.000 $ 
7.000 5 
7.000 $ 

7,000 5 
7,000 5 
7.000 5 
7.000 5 
7.000 $ 
7,000 $ 
7,000 5 
7,000 5 

7.000 $ 

- 5  

7.000 $ 
7.000 5 
7,000 $ 
7,000 5 

7,000 5 

7,000 5 

7.000 5 
7,000 $ 
7.000 f 
7,000 $ 

7,000 5 
7,000 5 
7.000 5 
7.000 5 
7.000 $ 

7.000 $ 
7,000 $ 
7,000 5 
7,000 5 
7,000 5 
7.000 $ 
7,000 5 
7,000 5 

- 5  
- 0  
- 5  
- $  
- 5  
- 5  

7,000 $ 
7,000 5 

415.20 
449.80 
493.05 

1,496.45 
1,505.10 

354.65 
570.90 

1,505.10 
3.105.35 
3.226.45 
6,011.75 

16.50 
18.25 
16.50 

17.53 
17.53 
17.53 
17.53 
17.53 

24.70 
31.67 
39.04 
46.21 
53.38 
60.55 
86.50 

147.05 

23.88 
23.88 
23.88 
15.00 

31.87 
39.04 
46.21 
53.38 

33.88 

46.21 

38.88 
38.88 
36.88 
38.88 

39.04 
53.38 

103.80 
121.10 
380.60 

68.88 
17.53 
23.88 
33.88 
36.88 
68.88 
98.88 

208.88 
3.00 
6.00 
9.00 

12.00 
15.00 
7.64 



ARlZONAAMERlCAN WATER COMPANY. tNC. - MOHAVE WATER 
Docket No. WS-01303A-024867 et al. 
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TYPICAL BILL ANALYSIS AVERAGE AND 

LINE 
NO. 

144 
145 
146 
147 
148 
149 
150 
151 
152 
153 
154 
155 

157 
158 
159 
I 60 
161 
162 
163 
164 
165 
166 
167 
168 
169 
170 
171 
172 
173 
174 
175 
176 
In 
178 
179 
180 
181 
182 
183 
184 
185 
186 
187 
I88 
189 
I90 
191 
192 
193 
194 
195 
196 
1 97 
198 
199 
200 
201 
202 
203 
204 
205 
206 
207 
208 
209 
210 
21 1 
212 
213 
214 
215 

156 

CUSTOMER 
CLASS 

Residential 5/8" 
RS BCMl518' 
RS BRMl518" 
RS BRMO 518' 

Residential MF 5/8 
RS BOO2 518' 
RS BOO3 5/8' 
RS BO04 5/8" 
RS BOO5 5/8" 
RS BOO6 5/8" 
RS BOO7 518" 
RS BOO8 518' 

RS BO10 5/8" 
RS BO12 5/8' 
RS BO18 5/8" 
RS BO1 9 5/8' 
RS BO20 518" 
RS BO22 518" 
RS BO60 518" 
RS BO67 518" 

RS ~ 0 0 9  5/8* 

Residential 3/4" 
Residential 1' 

RS BCMl 1' 
RS BIMI 1' 

Residential MF 1' 
RS BO02 1" 
RS BO03 1" 
RS BOO4 1' 
RS BO06 1" 
RS BO08 1" 
RS BOO9 1' 
RS BO10 1" 
RS BO12 1' 
RS BO13 1" 
RS BO14 1" 
RS BO18 I "  
RS BO30 I" 

Residential 1.5" 
Residential MF 1.5" 

RS BOO4 1.5" 
RS BO26 1 .S 
RS BO52 1.5" 

RS BCMl2' 
RS BRMl 2" 

Residential MF 2" 
RS BOO4 2" 
RS 8006 2" 
RS BOO8 2" 
RS BOO9 2" 
RS BO10 2" 
RS BO1 1 2' 
RS BO12 2" 
RS BO13 2' 
RS Bo15 2' 
RS BO16 2" 
RS BO17 2" 
RS BO18 2' 
RS BO20 2. 
RS 8021 2' 
RS BO23 2" 
RS BO24 2" 
RS BO25 2" 
RS BO28 2" 
RS BO30 2" 
RS BO31 2" 
RS 6040 2" 
RS BO41 2" 
RS BO43 2" 
RS BO48 2' 
RS BO52 Y 

Residential 2" 

AVERAGE I INCREASE I F 

13.62% 
13.63% 
13.60% 

13.64% 
13.67% 
13.67% 
13.65% 
13.66% 
13.69% 
13.64% 
13.73% 
13.66% 
13.63% 
13.67% 
13.76% 
13.71% 
13.70% 
13.69% 
13.69% 

13.58% 
13.61% 

13.63% 
13.67% 
13.66% 
13.64% 
13.58% 
13.76% 
13.66% 
13.59% 
13.71% 
13.66% 
13.66% 
13.72% 

13.76% 
13.70% 
13.73% 

13.62% 
13.58% 

13.67% 
13.58% 
13.72% 
13.64% 
13.71% 
13.76% 
13.70% 
13.76% 
13.76% 
13.65% 
13.76% 
13.71% 
13.70% 
13.76% 
13.76% 
13.68% 
13.76% 
13.70% 
13.71% 
13.65% 
13.65% 
13.64% 
13.68% 
13.65% 
13.70% 

$ 22.92 $ 
$ 20.70 $ 
$ 26.77 $ 

$ 38.31 $ 

$ 63.27 $ 
$ 89.52 $ 
$ 96.23 $ 
$ 97.30 $ 
$ 145.78 $ 

$ 163.50 $ 
$ 244.96 $ 
$ 271.20 $ 
$ 188.36 $ 
$ 245.43 $ 
$ 286.41 $ 
$ 798.30 $ 
$ 798.30 $ 
NOT USED 

$ 79.02 $ 
$ 49.55 $ 

$ 44.94 $ 

$ 99.90 $ 

$ 41.09 $ 
$ 46.27 $ 
$ 65.15 $ 
$ 112.94 $ 
$ 278.08 $ 
$ 88.56 $ 
$ 160.42 $ 
$ 365.04 $ 
$ 159.35 d 
$ 236.39 $ 
$ 287.86 $ 
$ 347.28 $ 
NOT USED 

$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

39.36 $ 
334.52 $ 
584.13 $ 

93.19 $ 
153.81 $ 

59.39 $ 
223.40 $ 
93.84 $ 

170.81 $ 
120.94 $ 
108.94 $ 
155.55 $ 
127.92 $ 
147.60 $ 
290.76 $ 
167.28 $ 
222.83 $ 
256.86 $ 
206.64 $ 
226.32 $ 
345.50 $ 
246.00 $ 
364.56 $ 
363.94 $ 
562.36 $ 
721.48 $ 
801.95 $ 
626.87 $ 
821.34 $ 
673.38 $ 

13.63% 
13.63% 
13.63% 

13.68% 
13.71% 
13.73% 
13.74% 
13.75% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.7646 

13.69% 
13.69% 

13.68% 
13.71% 
13.73% 
13.75% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 

13.76% 
13.76% 
13.76% 

13.73% 
13.73% 

13.73% 
13.75% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
23.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.76% 

2.75 
2.48 
3.21 

4.60 
5.41 
7.61 

10.75 
11.57 
11.71 
17.50 
12.06 
19.65 
29.38 
32.62 
22.78 
29.59 
34.51 
96.15 
96.15 

9.44 
5.94 

4.93 
5.56 
7.83 

13.56 
33.25 
10.71 
19.28 
43.68 
19.21 
28.40 
34.60 
41.90 

4.76 
40.31 
70.51 

11.17 
18.39 

7.14 
26.71 
11.32 
20.50 
14.58 
13.17 
18.74 
15.47 
17.85 
34.91 
20.23 
26.86 
30.95 
24.99 
27.37 
41.58 
29.75 
43.92 
43.88 
67.52 
86.63 
96.23 
75.43 
98.67 
81.13 

Schedule DRR-2 
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iDlAN USAGE AND COSTS 

19.92 $ 
19.92 $ 
19.92 $ 

28.08 $ 
36.24 $ 
44.40 $ 
52.56 $ 
60.72 $ 
68.88 $ 
78.72 $ 
88.56 $ 
98.40 $ 

118.08 $ 
177.12 $ 
186.96 $ 
196.80 $ 
216.48 $ 
590.40 $ 
590.40 s 

27.15 $ 
27.15 $ 

28.08 $ 
36.24 $ 
44.40 $ 
60.72 $ 
78.72 $ 
88.56 $ 
98.40 $ 

118.08 $ 
127.92 $ 
137.76 $ 

295.20 $ 
177.12 $ 

39.36 $ 
255.84 $ 
511.68 $ 

44.22 $ 
44.22 $ 

44.40 $ 
60.72 $ 
78.72 $ 
88.86 $ 
98.40 $ 

108.24 $ 
118.08 $ 
127.92 $ 
147.60 $ 
157.44 $ 
167.28 $ 
177.12 $ 
196.80 $ 
206.64 $ 
226.32 $ 
236.16 $ 
246.00 $ 
275.52 $ 
295.20 $ 
305.04 $ 
393.60 $ 
403.44 $ 
423.12 $ 
472.32 $ 
511.68 $ 

2.39 
2.39 
2.39 

3.38 
4.37 
5.36 
6.35 
7.34 
8.33 
9.52 

10.71 
11.90 
14.28 
21.42 
22.61 
23.80 
26.18 
71.40 
72.40 

3.27 
3.27 

3.38 
4.37 
5.36 
7.34 
9.52 

10.71 
11.90 
14.28 
15.47 
16.66 
21.42 
35.70 

4.78 
30.94 
61.88 

5.34 
5.34 

5.38 
7.34 
9.52 

10.71 
1 I .90 
13.09 
14.28 
15.47 
17.85 
19.04 
20.23 
21.42 
23.80 
24.99 
27.37 
28.56 
29.75 
33.32 
35.70 
36.89 
47.60 
48.79 
51.17 
57.12 
61.88 

COMPANY PROPOSED 

INCREASE PERCENT 



I 
1 
I 
I 
1 
I 
I 
I 
iI 
1 
I 
' I  
i 
I 
1 
I 
I 
1 
I 

13.76% 
13.76% 
13.76% 

13.76% 
13.76% 

13.76% 
13.76% 
13.76% 
13.76% 
13.76% 
13.75% 
13.76% 

13.63% 
13.63% 
13.63% 
13.63% 
13.63% 

13.68% 
13.71% 
13.73% 
13.74% 
13.75% 
13.76% 
13.76% 
13.76% 

13.69% 
13.69% 
13.69% 
13.80% 

13.71% 
13.73% 
13.74% 
13.75% 

13.72% 

13.74% 

13.73% 
13.73% 
13.73% 
13.73% 

13.73% 
13.75% 
13.76% 
13.76% 
13.76% 

13.76% 
13.63% 
13.69% 
13.72% 
13.73% 
13.76% 
13.77% 
13.79% 
13.67% 
13.83% 
13.78% 
13.83% 
13.80% 
13.74Y0 

ARIZONA-AMERICAN WATER COMPANY, INC. - MOHAVE WATER 
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TYPICAL BILL ANALYSIS AVERAGE AND 

13.70% 
13.68% 
13.76% 

13.61% 
13.76% 

13.76% 
13.69% 
13.70% 
13.70% 
13.74% 
13.74% 
13.74% 

13.59% 
13.60% 
13.52% 
13.59% 
13.62% 

13.66% 
13.62% 
13.69% 
13.68% 
13.71% 
13.67% 
13.76% 
13.57% 

13.59% 
13.64% 
13.61% 
13.80% 

13.63% 
13.70% 
13.74% 
13.73% 

13.56% 

13.56% 

13.61% 
13.56% 
13.58% 
13.56% 

13.55% 
13.70% 
13.57% 
13.59% 
13.76% 

13.57% 
13.68% 
13.59% 
13.62% 
13.58% 
13.53% 
13.53% 
13.53% 
13.67% 
13.83% 
13.76% 
13.83% 
13.80% 
13.74% 

216 
217 
218 
219 
220 
221 
222 
223 
224 
225 
226 
227 
228 
229 
230 
231 
232 
233 
234 
235 
236 
237 
238 
239 
240 
241 
242 
243 
244 
245 
246 
247 
248 
249 
250 
251 
252 
253 
254 
255 
256 
257 
258 
259 
260 
261 
262 
263 
264 
265 
266 
267 
268 
269 
270 
277 
272 
273 
274 
275 
276 
277 
278 
279 
280 
281 
282 
283 
284 
285 
286 - 

$ 
$ 
$ 

$ 
$ 

$ 
$ 
$ 
$ 
$ 
5 
$ 

$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 

$ 
S 
$ 
$ 

$ 

$ 

$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

RS BO57 2' 
RS B173 2' 
RS 8174 2' 

Residential MF 4. 
RS BO41 4" 
RS 8066 4" 

Residential MF 6" 
RS 8174 6' 
RS 8359 6" 
RS 8373 6" 
RS M695 

Rio Verde Res 5B" 
Rio Verde Res 1" 
Rio Verde Res 2" 
Commerical518" 

CM BAMl5B" 
CM BCMl518' 
CM BCMQ 518" 
CM BRNl5/8" 
CM RCMl516" 

CM BOO2 W8" 
CM BOO3 518" 
CM BOO4 518" 
CM BOO5 518" 
CM BOO6 5/8" 
CM BOO7 38" 
CM BO10 518" 
CM BO17 518' 

Comm MU 518" 

Commerical34" 
Commericall' 

CM BCMl1' 
CM BCMO 1" 
CM RCMl1" 
CM BCTX 1' 

CM BOO3 1' 
CM BOO4 1' 
CM BO05 1" 
CM BO06 1" 

CM BCMl 1.5" 

CM BOO5 1.5" 

CM BAMl2" 
CM BCMl2' 

BCMO 2" 
CM BCTX 2" 

CM BOO4 2" 
CM BOO6 Y 
CM BO12 2" 
CM BO14 2" 
CM BO44 2" 

CM BCMl3" 

Comm MU 1" 

Commerical 1 .S 

Comm MU 1.5. 

commerical2" 

Comm MU 2" 

Commerical3' 

'A5518' BAMl 
'Al" BAMl 
'A 1.5" BAMl 
'A2* BAMl 
'A3" BAMl 
'A4" BAMl 
'A6" BAMI 
PF 2' 
PF 4' 
PF 6" 
PF 8" 
PF 10" 
PF Hydrant 
ntentionally left blank 

745.96 $ 
2,471.76 $ 
1,712.16 $ 

1,014.26 $ 
649.44 $ 

1.712.16 $ 
4,932.56 $ 
4,898.40 $ 
9,127.10 $ 

28.60 $ 
29.72 $ 
26.73 $ 

33.43 $ 
27.84 5 

337.83 $ 
30.48 $ 
21.60 $ 

31.65 $ 
70.26 $ 
54.48 $ 
70.06 $ 
74.02 $ 

104.58 $ 
98.40 $ 

752.76 $ 

64.88 $ 
39.53 $ 
48.99 $ 
17.07 $ 

61.72 $ 
51.41 $ 
52.84 $ 
65.62 $ 

170.15 $ 

247.86 $ 

99.45 $ 
212.24 $ 
138.13 $ 
157.11 $ 

230.88 $ 
75.28 $ 

543.26 $ 
422.80 $ 
432.96 $ 

323.82 $ 
14.43 $ 
61.02 $ 
73.42 $ 

158.17 $ 
1.461.28 $ 
1,864.88 $ 
3.150.10 $ 

3.41 $ 
6.83 $ 

10.24 $ 
13.66 $ 
17.07 $ 
8.69 $ 

89.86 
297.47 
207.06 

121.51 
78.54 

207.06 
593.88 
590.07 

1,099.47 
3.46 
3.59 
3.23 

4.00 
3.33 

40.24 
3.65 
2.59 

3.81 
8.42 
6.56 
8.43 
8.92 

12.58 
11.90 
89.93 

7.76 
4.74 
5.87 
2.07 

7.40 
6.19 
6.38 
7.92 

20.32 

29.60 

11.92 
25.34 
16.52 
18.78 

27.56 
9.07 

64.90 
50.59 
52.36 

38.70 
1.74 
7.30 
8.80 

18.91 
174.11 
222.24 
375.52 

0.41 
0.83 
1.24 
1.66 
2.07 
1.05 

Schedule DRR-2 
Page4of6 

DlAN USAGE AND COSTS 

560.88 $ 
f.702.32 $ 
1,712.16 $ 

403.44 $ 
649.44 $ 

1,712.16 $ 
3,532.56 $ 
3,670.32 $ 
6,838.80 $ 

18.77 $ 
20.76 $ 
18.77 5 

19.92 $ 
19.92 $ 
19.92 $ 
19.92 $ 
19.92 $ 

28.08 $ 
36.24 $ 
44.40 $ 
52.56 $ 
60.72 $ 
68.88 $ 
98.40 $ 

167.28 $ 

27.15 $ 
27.15 $ 
27.15 $ 
17.07 $ 

36.24 $ 
44.40 $ 
52.56 $ 
60.72 $ 

38.53 5 

52.56 $ 

44.22 $ 
44.22 $ 
44.22 $ 
44.22 $ 

44.40 $ 
60.72 $ 

118.08 6 
137.76 $ 
432.96 $ 

78.36 $ 
19.92 $ 
27.15 $ 
38.53 $ 
44.22 $ 
78.36 $ 

112.50 $ 
237.68 $ 

3.41 $ 
6.83 $ 

10.24 $ 
13.66 $ 
17.07 $ 
8.69 $ 

67.83 
205.87 
207.06 

48.79 
78.54 

207.06 
427.21 
443.87 
827.05 

2.27 
2.51 
2.27 

2.39 
2.39 
2.39 
2.39 
2.39 

3.38 
4.37 
5.36 
6.35 
7.34 
8.33 

11.90 
20.23 

3.27 
3.27 
3.27 
2.07 

4.37 
5.36 
6.35 
7.34 

4.65 

6.35 

5.34 
5.34 
5.34 
5.34 

5.36 
7.34 

14.28 
16.66 
52.36 

9.48 
2.39 
3.27 
4.65 
5.34 
9.48 

13.62 
28.80 
0.41 
0.83 
1.24 
1.66 
2.07 
1.05 
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LINE 
NO. 

ARIZONA-AMERICAN WATER COMPANY, INC. - MOHAVE WATER 
Dccket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

NPICAL BILL ANALYSlS AVERAGE AND Y 

CUSTOMER 
CLASS AVERAGE I INCREASE I PE : INCREASE PERCENT 

I 287 
288 
289 
290 
291 
292 
293 
294 
295 
296 
297 
298 
299 
300 
301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
31 1 
312 
313 
314 
315 
316 
317 
318 
319 
320 
321 
322 
323 
324 
325 
326 
327 
328 
329 
330 
331 
332 
333 
334 
335 
336 
337 
338 
339 
340 
341 
342 
343 
344 
345 
346 
347 
348 
349 
350 
351 
352 
353 
354 
355 
356 
357 
358 
359 

RS BOO6 2" 
RS BOO8 T 
RS BOO9 2" 
RS BO10 2" 
RS BO11 2" 
RS BO12 2" 
RS BO13 2" 
RS BO15 2" 
RS BO16 Y 
RS BO17 2" 
RS BO18 2" 
RS BO20 2" 
RS BO21 2" 
RS BO23 Y 
RS BO24 2" 
RS BO25 T 
RS BO28 2" 
RS BO30 2" 
RS BO31 2" 
RS BO40 2" 
RS 8041 2. 
RS BO43 2" 
RS BO48 2" 
RS BO52 2. 
RS BO57 2" 

Residential 518' 
RS BCMl5W 
RS BRMl518" 
RS BRMO 518" 

Residential MF 518 
RS B0025/8" 
RS BO03 5/8" 
RS B004 518' 
RS 8005 518" 
RS BOO6 518' 
RS BOO7 518" 
RS BOO8 5/8' 
RS 8009 518" 
RS BO1 0 518" 
RS BO1 2 5/8" 
RS BO18 5l8" 
RS BO1 9 518" 
RS BO20 518" 
RS BO22 518" 
RS BO60 5B" 
RS BO67 518" 

Residential 34" 
Residential 1" 

RS BCMl1" 
RS BlMl 1" 

Residential MF 1" 
RS BOO2 I" 
RS BOO3 I" 
RS BOO4 1" 
RS Boo6 I" 
RS BOO8 1" 
RS 8009 1' 
RS BO10 1" 
RS BO12 1' 
RS BO13 1" 
RS BO14 1" 
RS BO18 1" 
RS BO30 I" 

Residential 1.5" 
Residential MF 1.5" 

RS BO04 1.5" 
RS BO26 I .5" 
RS BO52 1 .S 

RS BCMl 2" 
RS BRMl2" 

Residential MF 2" 
RS BOO4 2" 

Residential 2" 

16.40 $ 
14.77 $ 
19.21 $ 

28.96 $ 
35.11 $ 
49.82 $ 
70.34 $ 
76.55 $ 
78.63 $ 

115.42 $ 
83.12 $ 

130.98 5 
193.21 $ 
220.20 $ 
160.84 $ 
203.92 $ 
236.52 $ 
680.63 $ 
984.06 $ 

57.52 $ 
35.94 $ 

30.99 $ 

51.20 $ 

218.68 $ 
72.15 $ 

128.73 $ 
281.13 $ 
131.83 $ 
189.53 $ 
232.40 $ 
291.45 $ 

35.86 $ 

88.78 $ 

29.08 $ 
276.92 $ 
493.36 $ 

68.00 $ 
112.37 $ 

46.99 $ 
170.57 $ 
77.39 $ 

135.04 $ 
99.82 $ 
92.33 $ 

127.75 $ 
104.31 $ 
117.21 $ 
231.93 $ 
129.39 $ 
184.79 $ 
212.29 $ 
165.72 $ 
184.19 $ 
282.37 $ 
210.51 $ 
301.51 $ 
303.65 $ 
470.42 $ 
610.82 $ 
681.36 $ 
528.42 $ 
699.23 $ 
570.29 S 
634.45 $ 

18.74% 
18.92% 
18.45% 

14.09% 
11.18% 
10.48% 
10.70% 
-9.59% 
-8.13% 
10.03% 
-5.37% 
-8.95% 
10.37% 
-7.70% 
-2.86% 
-5.52% 
-6.11% 
-3.06% 
-2.24% 

17.34% 
17.59% 

14.29% 
11.91% 
10.68% 
10.66% 
10.68% 
-7.32% 
-8.79% 
12.52% 
-5.93% 
4.88% 
-8.24% 
-4.56% 

15.95% 
-5.88% 
-3.95% 

17.10% 
17.02% 

10.07% 
13.28% 
-6.22% 
10.16% 
-6.15% 
-3.59% 
-8.62% 
-7.24% 
-9.66% 
-9.35% 
12.01% 
-5.71% 
-6.03% 
-8.77% 
-7.42% 
-7.09% 
-2.65% 
-5.97% 
-5.13% 
-4.94% 
-3.79% 
-3.45% 
-4.17% 
-3.24% 
-3.71% 
-3.30% 

(3.78) 
(3.45) 
(4.35) 

(4.75) 

(5.84) 
(8.43) 
(8.12) 
(6.96) 

(12.86) 
(4.72) 

(1 2.87) 

(18.38) 

(4.42) 

(22.37) 

(4.74) 
( I  1.92) 
(15.39) 
(21.52) 
(22.54) 

(12.06) 
(7.67) 

(5.17) 
(4.85) 
(6.12) 

(1 0.60) 
(26.15) 
(5.70) 

(12.41) 
(40.23) 
(8.31) 

(18.46) 
(20.86) 
(1 3.93) 

(5.52) 
(17.29) 
(20.27) 

(14.02) 
(23.05) 

(5.26) 
(26.12) 
(5.13) 

(15.27) 
(6.54) 
(3.44) 
(9.06) 
(8.14) 

(12.54) 
(23.92) 
(17.66) 
(11.18) 
(13.62) 
(15.93) 
(1 4.76) 
(21.55) 
(5.74) 

(19.13) 
(16.41) 
(24.42) 
(24.03) 
(24.36) 
(23.02) 
(23.44) 
(21.96) 
(21.65) 

$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
f 
$ 
$ 

$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
5 

$ 

$ 

$ 
$ 
$ 
$ 

Schedule DRR-2 
PaQe50f6 

-1 1.98% 
-19.00% 
-19.00% 

6.84% 
1.76% 

14.29% 
57.54% 
36.17% 
25.96% 
52.72% 

-15.95% 
37.56% 

-15.95% 
14.57% 
-4.25% 
15.78% 
7.72% 

31.14% 
237.06% 

53.94% 
-7.87% 

16.80% 
17.19% 
17.44% 
43.09% 

191.23% 
-5.47% 
46.09% 

173.15% 
17.55% 
49.69% 
34.32% 
-0.01% 

-15.95% 
24.32% 
5.00% 

14.30% 
112.37% 

7.99% 
202.08% 

-2.38% 
52.99% 
14.81% 
-3.50% 
21.53% 

-10.88% 
-15.95% 
30.82% 

-15.95% 
12.99% 
13.65% 

-15.95% 
-15.95% 
43.19% 
-4.79% 
20.93% 
10.42% 
51.22% 
37.80% 
81.67% 
40.77% 
68.50% 
17.55% 
38.76% 

MAN USAGE AND COSTS 

TAFF RECOMMENDED I 

15.43 $ 
14.20 $ 
14.20 $ 

26.39 $ 
32.43 $ 
44.62 $ 
7280 $ 
72.69 $ 
76.27 $ 

105.68 $ 
65.43 $ 

218.99 $ 
87.24 $ 

178.38 $ 
157.36 $ 
200.30 $ 
205.00 $ 
680.63 $ 

1,953.46 $ 

36.76 $ 
22.00 $ 

28.85 $ 
37.35 $ 
45.85 $ 
76.38 $ 

201.53 $ 
73.59 $ 

126.37 $ 
283.53 $ 
132.19 $ 
181.28 $ 
209.13 $ 
259.47 $ 

29.08 $ 
279.59 $ 
472.30 $ 

44.44 $ 
82.57 $ 

42.16 $ 
161.25 $ 
67.55 $ 

119.10 $ 
99.31 $ 
91.82 $ 

126.15 $ 
100.21 $ 
109.05 $ 
181.06 $ 
123.59 $ 
175.92 $ 
196.61 $ 
152.67 $ 
167.21 $ 
297.27 $ 
205.90 $ 
292.90 $ 
286.53 $ 
405.49 S 
476.80 $ 
644.30 $ 
523.60 $ 
699.60 $ 
528.76 $ 
684.18 5 

(2.10) 
(3.33) 
(3.33) 

1.69 
0.56 
5.58 

26.59 
19.31 
15.72 
36.48 

(12.42) 
32.49 
(16.56) 
22.68 
(6.99) 
27.30 
14.70 

161.63 
1,373.91 

12.88 
(1.88) 

4.15 
5.48 
6.81 

23.00 
132.33 

(4.26) 
39.87 

179.73 
19.74 
60.18 
53.43 
(0.03) 

(5.52) 
54.69 
22.50 

5.56 
43.69 

3.12 
107.87 

(1.65) 
41.25 
12.81 

22.35 
(12.24) 
(20.70) 
42.66 
(23.46) 
20.22 
23.61 

(28.98) 
(31.74) 
89.67 

(10.35) 
50.70 
27.03 

137 .34 
130.80 
289.65 
151 65 
284.40 
78.96 

191.13 

(3.33) 



I 
I 

' 1  
iI 
I 

360 
361 
362 
363 
364 
365 
366 
367 
368 
369 
370 
371 
372 
373 
374 
375 
376 
377 
378 
379 
380 
381 
382 
383 
384 
385 
386 
387 
388 
389 
390 
391 
392 
393 
394 
395 
396 
397 
398 
399 
400 
401 
402 
403 
404 
405 
406 
407 
408 
409 
410 
41 1 
412 
413 
414 
41 5 
416 
417 
418 

I 419 
420 
421 
422 
423 
424 
425 
426 
427 
428 
429 

I 

RS 8173 r 
RS 8174 T 

Residential MF 4" 
RS B041 4" 
RS BO66 4' 

Residential MF 6' 
RS 8174 6" 
RS 8359 6. 
RS B373 6" 
RS M695 

Rio Verde Res 518" 
Rio Verde Res 1" 
Rim Verde Res 2. 
Commerical W8" 

CM BAMlW8' 
CM BCMl5l8" 
CM BCMO 518' 
CM BRNl5/8" 
CM RCMlW8" 

CM BOO2 518' 
CM BOO3 5/8' 
CM BOO4 5/8' 
CM BOO5 518. 
CM BOO6 518" 
CM BOO7 518' 
CM BO10 5/8' 
CM BO17 518' 

CornmMUW 

Commerical34' 
Commericall' 

CM BCMl1" 
CM BCMO 1" 
CM RCMI I" 
CM BCTX I" 

CM 8003 1' 
CM BO04 1' 
CM BO05 1" 
CM 8006 1" 

CM BCMll.S 

CM BOO5 1.5' 

CM BAMl 2" 
CM BCMl 2" 

BCMO 2" 
CM BCTX 2" 

CM BOO4 2" 
CM BOO6 2" 
CM BO12 2' 
CM BO14 2' 
CM BO44 2" 

CM BCMl3' 

CommMU1" 

Commerical 1.5' 

ComrnMUl.5" 

Comrnerical2" 

CornrnMU2" 

Comrnerical3" 

PA518" BAMl 
PA1" BAMl 
PA1.S BAMI 
P A Y  BAMI 
PA3" BAMI 
PA4" BAMI 
PA6' BAMI 
PF2" 
PF4' 
PF6' 
PF8' 
PFIO" 
PFHydMnt 

Intentionally left blank 

I 
I 

-0.68% 
14.64% 

-2.87% 
10.09% 

-8.91% 
-0.04% 
0.01% 
0.29% 

22.39% 
22.67% 
21.87% 

18.14% 
18.41% 
-9.26% 
18.26% 
18.83% 

13.52% 
13.25% 
-9.45% 
-8.98% 
-7.39% 
-8.74% 
-5.81% 
-4.17% 

17.44% 
17.81% 
17.63% 
16.00% 

12.75% 
-9.01% 
-6.40% 
-6.17% 

17.04% 

12.10% 

17.09% 
16.08% 
17.03% 
17.02% 

I 

' I  
I 

I D  
I 
I 
I 
I 

11 

$ 
$ 

$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 

$ 

$ 

$ 
$ 
$ 
$ 

ARlZONAAMERlCAN WATER COMPANY. INC. - MOHAVE WATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

NPICAL BILL ANALYSIS AVERAGE AND I 

13.01% 
-7.55% 
-5.67% 
-7.02% 
14.86% 

12.38% 
-5.96% 
13.34% 
13.76% 
14.74% 
15.47% 
15.49% 
15.53% 
16.00% 
16.00% 
16.00% 
16.00% 
16.00% 
15.97% 

$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 
$ 

2,159.60 $ 
1,284.70 $ 

867.13 $ 
513.30 $ 

1,371.05 $ 
4,336.98 $ 
4.308.91 $ 
8.050.88 $ 

19.52 $ 
20.21 $ 
18.36 $ 

24.09 $ 
20.00 $ 

270.05 $ 
21.93 $ 
15.43 $ 

24.08 $ 
53.65 $ 
43.39 $ 
56.09 $ 
60.29 $ 
83.96 $ 
81.48 $ 

635.19 $ 

47.16 $ 
28.59 $ 
35.52 $ 
12.60 $ 

47.40 $ 
41.14 $ 
43.49 t 
54.14 $ 

124.29 $ 

191.85 $ 

72.58 $ 
156.83 $ 
100.90 $ 
114.79 $ 

176.86 $ 
61.21 S 

451.23 $ 
346.09 $ 
324.04 $ 

249.81 $ 
11.93 $ 
46.55 $ 
55.72 $ 

118.74 $ 

1,388.18 $ 
2,343.71 $ 

2.52 $ 
5.04 $ 
7.56 $ 

10.08 $ 
12.60 $ 
6.42 $ 

1,088.09 $ 

I 

(14.69) 
(220.40) 

(25.62) 
(57.60) 

(134.05) 
(1.70) 
0.58 

2325 
(5.63) 
(5.92) 
(5.14) 

(5.34) 
(4.51 ) 

(27.54) 
(4.90) 
(3.58) 

(3.77) 
(8.19) 
(4.53) 
(5.54) 

(8.04) 
(4.81) 

(5.02) 
(27.64) 

(9.96) 
(6.20) 
(7.60) 
(2.40) 

(6.92) 
(4.08) 
(2.97) 
(3.56) 

(25.54) 

(26.41) 

(14.96) 
(30.06) 
(20.71) 
(23.54) 

(26.46) 
(5.00) 

(27.13) 
(26.12) 
(56.56) 

(35.31) 
(0.76) 
(7.16) 

(20.52) 

(254.46) 
(430.87) 

(0.48) 
(0.96) 

(1.92) 
(2.40) 

(8.89) 

(199.08) 

(1.44) 

(1 22) 
1 

Note: Company's Schedule H-4 indicates a 7,000 gallon median for all classes P 

~~ -~ 

DIAN USAGE AND COSTS 

1,955.27 $ 
1.264.98 $ 

719.27 $ 
507.66 $ 

1.425.99 J 
4,408.52 $ 
4,288.33 $ 
7,520.09 $ 

15.90 $ 
18.36 $ 
22.05 $ 

21.58 $ 
10.51 $ 
8.89 $ 

16.66 $ 
15.43 $ 

14.54 $ 

40.93 $ 
56.81 $ 
50.55 $ 
78.73 $ 
80.86 $ 

644.75 $ 

43.50 $ 

29.37 $ 
15.03 $ 
35.52 $ 
12.60 $ 

44.73 $ 
38.47 $ 
38.78 $ 
49.32 $ 

67.29 $ 

170.90 $ 

66.58 $ 

49.36 $ 
98.56 $ 

176.86 $ 
50.55 $ 

429.06 $ 
346.09 $ 
322.31 $ 

56.12 $ 
7.27 $ 

43.85 $ 
43.51 $ 
41.46 $ 

996.63 $ 
1,370.58 $ 
2,891.71 $ 

2.52 $ 
5.04 $ 
7.56 $ 

10.08 $ 
12.60 $ 
6.42 $ 

80.11 $ 

Schedule DRR-2 
Page666 

458.62 
(240.12) 

364.62 
(63.24) 

(79.11) 
1,303.17 
1.061.88 
1,508.34 

(0.60) 
0.11 
5.55 

4.05 
(7.02) 
(8.64 
(0.87) 
(2.10) 

(10.16) 
11.63 
1 .a9 

10.60 
(2.83) 
18.18 
(5.64) 

497.70 

5.49 
(8.85) 
11.64 
(2.40) 

12.86 
(0.57) 
(7.43) 
(4.06) 

33.41 

124.69 

27.70 
41.23 
10.48 
59.68 

137.82 
(2.83) 

325.26 
224.99 
(58.29) 

(12.76) 
(10.26) 
19.97 
9.63 
2.58 

927.75 
1.271.70 
2,682.83 

(0.48) 
(0.96) 
(1 .w 
(1.92) 
(2.40) 
(1 .22) 

30.66% 
-15.95% 

102.81% 
-11.08% 

-5.26% 
41.97% 
32.91 % 
25.09% 
-3.64% 
0.60% 

33.64% 

23.10% 
-40.05% 
-49.29% 
-4.96% 

-1 1.98% 

-41.13% 
36.49% 
4.84% 

22.94% 
-5.30% 
30.02% 
-6.52% 

338.46% 

22.99% 
-37.06% 
48.74% 

-16.00% 

40.35% 
-1.46% 

-16.08% 

I -7.61% 

98.61% 

269.83% 

71.24% 
106.04% 
26.95% 

153.50% 

353.02% 
-5.30% 

313.35% 
185.79% 
-15.32% 

-18.52% 
-58.53% 
83.62% 
28.42% 
6.63% 

1346.91% 
1286.10% 
1284.39% 

-16.00% 
-16.00% 
-16.00% 
-16.00% 
-16.00% 
-15.97% 

ch does not produce meaningful comparisons. 
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ARIZONA-AMERICAN WATER COMPANY, INC. - HAVAS 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

REVENUE REQUIREMENT 

LINE 
- NO. DESCRIPTION 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Adjusted Rate Base 

Adjusted Operating Income/(Loss) 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 x L1) 

Operating Income Deficiency/(Excess) (L5 - L; 

Gross Revenue Conversion Factor 

Required Revenue Increase/(Decrease) (L7 x 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase/Decrease in Revenue (%) 

Rate of Return on Common Equity (%) 

References: 
Column [A]: Company Schedules A-I, A-2, & C 
Columns [B] & [C]: Staff Schedules All-I, DW( 

WATER Schedule DWC-I 

PI 
COMPANY 

PI [Cl 
STAFF STAFF 

COST VALUE 
ORIGINAL FA1 R FA1 R 

VALUE 

1,369,043 

(I 6,321) 

-1.19% 

7.75% 

106,101 

122,422 

1.62860 

199,376 

440,924 

640,300 

45.22% 

11 50% 

$ 822,117 $ 822,117 

$ 73,251 $ 73,251 

8.91 % 8.91 % 

6.6% 6.6% 

$ 54,095 $ 54,095 

1.62863 1.62863 

I $ (31,197)l $ (31,197)( 

$ 440,924 $ 440,924 

$ 409,727 $ 409,727 

-7.08% -7.08% 

9.7% 9.7% 

2, DWC-3, & JMR-9 



ARIZONAAMERICAN WATER COMPANY, INC. - HAVASU WATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. DESCRIPTION 

3 
1 Billings 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 
5 Subtotal (L3 - L4) 
6 

Combined Federal and State Tax Rate (Line 17) 

Revenue Conversion Fador (L1 I L5) 

Calculafion of Uncollecttible Factor: 

Combined Federal and State Tax Rate (Line 17) 
One Minus Combined Income Tax Rate (L7 - L8 ) 

Uncollectible Factor (L9 x L10 ) 

7 Unity 
8 
9 
10 Uncollectible Rate 
11 

Calculafion of €iTecfive Tax Rafer 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 40) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 + L16) 

18 Required Operating Income (Schedule DWCI. Col. [B], Line 5) 
19 Adjusted Test Year Operating Income (Loss) (Sch. All-I, Col. [C], 
20 Required Increase in Operating Income (L18 - L19) 

21 Income Taxes on Recornmended Revenue (Col. [D], L39) 
22 Income Taxes on Test Year Revenue (Col. [B], L39) 
23 Required Increase in Revenue to Provide for Income Taxes (L21 - 
24 Recommended Revenue Requirement (Schedule DWC-1, Col. [B 
25 Uncollectible Rate (Line IO) 
26 Uncollectible Expense on Recommended Revenue (L24 x L25) 
27 Adjusted Test Year Uncollectible Expense 
28 Required Increase in Revenue to Provide for Uncollectible Exp. (L 

29 Total Required Increase in Revenue (L20 + L23 + L28) 

Calculation of lncome Tax: 
30 Revenue (Schedule All-I, Col. [C], Line 5 & Sch. DWCI, Col. [B] 
31 Operating Expenses Excluding Income Taxes 
32 Synchronized Interest (L43) 
33 Arizona Taxable Income (L30 - L31 - L32) 
34 Arizona State Income Tax Rate 
35 Arizona Income Tax (L33 x L34) 
36 Federal Taxable Income (L33 - L35) 
37 Federal Income Tax Rate 
38 Federal Income Tax (L36 x L37) 
39 Combined Federal and State Income Tax (L35 + L38) 

40 Applicable Federal Income Tax Rate (Col. [D], L38 - Col. [B], L38) 

Calculation of lnferesf Svncbmnizafion: 
41 Rate Base (Schedule DWC-3, Col. [C], Line 17) 
42 Weighted Average Cost of Debt 
43 Synchronized Interest (L41 x L42) 

3 28) 

2) 

ne IO) 

’ L27) 

le IO) 

[AI 

100.0000% 
0.0000% 

100.0000% 
38.5989% 
61.401 1 % 
1.628635 

100.0000% 
38.5989% 
61.401 1% 
0.0000% 
0.0000% 

100.0000% 
6.9680% 

93.0320% 
34.0000% 
31.6309% 
38.5989% 

$ 54,095 
$ 73,251 

$ 

$ 19,432 
$ 31,474 

$ 

$ 409,727 
0.0000% 

(1 9.1 56) 

(12,042) 

$ (31,197) 

STAFF 
Test Year Recommended 

$ 440,924 $ 409,727 
$ 336,199 $ - $ 336,199 

Schedule DWC-2 

$ 23,184 
$ 81,541 

$ 23.184 
$ 50.344 

6.9680% 6.9680% 
$ 5,682 $ 

$ 75.859 
34.0000% 

$ 46,836 
34.0000% 

3,508 

$ 25,792 $ 15,924 
$ 31,474 $ 19,432 

34.0000% 

- 
:01. [C], L36 - COI [A], L36) 

$ 822,117 
2.82% 

$ 23,184 

,901 



ARIZONA-AMERICAN WATER COMPANY, INC. - HAVAI 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

RATE BASE - ORIGINAL COST 

LINE 
- NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

4 
5 Less: Accumulated Amortization 
6 Net CIAC 

Contributions in Aid of Construction (CIAC) 

7 Advances in Aid of Construction (AIAC) 

8 Customer Deposits 

9 Meter Advances 

10 Deferred Income Tax Credits 

11 Cash Working Capital 

12 Prepayments 

13 Supplies Inventory 

14 Projected Capital Expenditures 

15 Deferred Debits 

16 Citizens Acquisition Adjustment 

17 Original Cost Rate Base 

Adiustments: 
A. Per plant adjustments on Schedule DWC- 
B. Per accumulated depreciation adjustment 
C. Per acquisition adjustment on Schedule D 

References: 
Column [A]: Company Schedule B-I 
Column [B]: Staff Schedule DWC-4 
Column [C]: Column [A] + Column [B] 

WATER Schedule DWC-3 

[AI 
COMPANY 

AS 
FILED 

[CI 
STAFF 

[BI 

STAFF AS 
ADJUSTMENTS ADJ ADJUSTED 

$ 2,165,406 
555.531 

$ (95,241) A $ 2,070,165 
(18,120) B 537,411 

$ (77,121) $ 1,532,754 

280,867 - 280,867 

418,704 

- 

11,066 

- 

41 8,704 

11,066 

523,302 

$ 1,422,540 

- 

- 

(523,302) C 

$ (600,423) $ 822,117 

)n Schedule DWC-4 
'C-4 



ADJ# 
I P m - n O t u J e d a ~ e f u l  

References: 
Per Stan Engineering Reports 
Per Stafl Engineering Reports 
Per Company Response to Staff Data Request BKB 263 
Per Decision No. 60172 
Per Company Response to Siaff Data Request DWC 12-2 
Per Company Response to Staff Data Request DWC 610 Amended 

4 1 2 Plant - unidentified 
3 Plant-mis-posied 

5 Post-Test Year Plant 
6 Remove ANDC Adj. 3/ 

Plant - removed by prevl us decision 

. 7 Remove Acquisition Adidsiment Per Carlson Direct Testimony 

UONA-AMERICAN WATER COMPANY. INC. - HAVASU WATER C et No. wSO1303f-02-0m7 et al. 
Ted Yaar End& OeCarrW 31.2021 

I Schedule DWC4 

SUMMARY OF ORlGlNAL COST RATE BASE ADJUSTMENTS 

E ACCT. 
DESCRIPTION 

11 
STAFF 

PI m m IC] M 
Post-TY PI. AFUDC Adj. Acquisibon Adj u u & - # z  ADJUSTED 

Leave Blank 
I 

$ 10,144 $ - - $ - $ - $ - $ - $  10,144 

10.144 
---- ---- 10,144 - 

PI 
lntsnqible 

301.00 Organization 
302.00 Franchises 
303.00 Miscellaneous Intangibles 

Subtotal Intangible 

source of Suody 

31 I .OO Structures a Improvements 
312.00 Collecting a Impounding Reservoirs 
313.00 Lakes, Rivers. Olher Intakes 
314.00 Wells and Springs 

3io.00 LA a u n d  w g m  

Subtotal Source of Supply 

5 
6 

7,771 
63.763 

148253 

36,089 
255.876 

12245 1272 
53.877 10287 

---- (70.928 
(77.075 ~ 11.559 - - 

148.253 

107.017 
321.392 

11 
12 

320.00 Land &Land Riohts 
321.00 structures a Improvements 
323.00 Other Power Production 22.738 

254,730 

17 
18 22.738 

254.974 325.00 Electric Pumping Equipment 

328.10 Gas Engine Pumping Equipment 
0 326.00 Diesel Pumping Equipment 

Subtotal Pumping 
23 

277.468 
- &L ---- ---- 277,712 (244) 

24 WaierTreahneni 
25 330.00 Land 8 Land Rights 

1 2 6  331.00 Structures 8 Improvements 
25.315 
25,315 

---- ---- 25.315 - 
25,315 - 27 332 00 WaterTreaiment Equipment 

Subtotal Water Treatment 

30 Transmission a Distribution 
31 340.00 Land a Land Rights 
32 341.00 structures a ImproveInents 
33 342.00 Dlhtribution ReseNoirs &Standpipes 
34 343.00 Transmission Distribution 
35 344.00 FIreMains 
36 345.00 Sewices 
37 346.00 Meters 

270.085 
752,886 

182.275 
176.386 

(44214) 
21.141 

225.871 
774.027 

182275 
176,386 g 

42 

348.00 Hydrants 
349.00 Other Transmission 8 Distribution 

Subtotal Transmission a Dstribu. 
---- - I -  

(23.073k ~ ~ 1.358.559 1.381.632 

General -Allocated Common Plant 
389.00 Land &Land Rights 
390.00 structures a Improvements 

i -  
I -  

43 25 

22.445 
33.449 
45,234 

247 
10,104 

627 
11.684 
7.477 

934 
142,803 

i o m  
25 

10.577 
31.793 
33.449 
45234 

247 
10.104 

627 
8.744 
7,477 

934 
149,211 

1: 48 

(9.348) 391.00 Office Furniiure and Equipment 
391.10 Computet Equipment 
392.00 Transportation Equipment 
393.00 Stores Equipment 
394.00 Tools. Shop, & Garage Equipment 
395.00 Labraiorv Eauioment 

49 
50 

2.940 51 396.00 P m r  Opiraiei Equipment 
52 397.W Communication Equipment 
53 398.00 Miscellaneous Equipment 

55 
56 Add 

I,, Subtotal G e n d  

I:: 58 Less: I '  , 60 
61 Total Plant in Service 
62 Less Accumulated Depreaahon 
63 Net Plant in Service (L59 - L 60) Bw 6 5 =  
66 Contnburons in Aid of Construction (CIACI 

---- 
$ (77.319) $ - $ - $ - $ (17.922) $ - $ - $ 2,070,165 

537.41 1 - $ - t (17.922) - $ 1.532.754 
---- 18,120 

s -  $ - $ 1 -  s - $ - 5 - $ - $ - $  
67 Less Accumulated Amorbzation 
68 Net CiAC (U5 ~ U6) m 69 Advances in Ad of Construcbon fAlACI 

280.867 280.867 
418.704 418.704 

- &L ---- 
. .  

70 Customer Deposb 

72 Deferred Income Tax Credits 
71 

1 7 1  MeierAdvances 11.056 11,066 I f  
._ 
74 A& 
75 Cash Working Capital Allowance 
76 Prepayments 
77 Supplies Inventory 
78 Projeaed C a p i l  Expendiiures 
79 Deferred Debits 

I 
(523.302) - ~ -  

: I !  
- $ - A (17.922) $ - - (523.302) $ m . 1 1 L  

523.302 
J 1,422.540 

I 



ARIZONA-AMERICAN WATER COMPANY, INC. - HAVASU WATER 
Docket No. WS-OI303A-02-0867 et al. 
Test Year Ended December 31,2001 

SCHEDULE All-I 

OPERATING INCOME STATEMENT - TEST YEAR AND STAFF 

[AI 

COMPANY 
LINE TEST YEAR 
- NO. DESCRIPTION AS FILED 

1 REVENUES: 
2 Metered Water Sales $ 430,392 
3 Water Sales - Unrnetered 
4 Other Operating Revenue 
5 Total Operating Revenues 

10,532 
$ 440,924 

tOPOSED 

[BI [CI 
STAFF 

STAFF TEST YEAR 

ADJUSTMENTS ADJUSTED 
TEST YEAR AS 

[Dl [El 

STAFF 
PROPOSED STAFF 
CHANGES RECOMMENDED 

$ $ 430,392 $ (31,197) $ 399,195 

10,532 
$ $ 440,924 

10,532 
$ (31,197) $ 409,727 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

6 OPERATING EXPENSES: 
Salaries & Waaes $ 171,419 
Purchased Water 
Purchased Pumping Power 
Chemicals 
Repairs & Maintenance 
Office Supplies & Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expense 
Insurance - General Liability 
Insurance - Health and Life 
Regulatory Comm. Exp. - Rate Case 
Miscellaneous Operating Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

806 
47,018 

1,266 
75,805 
21,243 

2,462 
75,244 

1,837 

2,365 

2,910 
1,977 

46,650 
9,712 

28,682 
(32,151 1 

Total Operating Expenses $ 457,245 
Operating Income (Loss) $ (16,321) 

(1 11,573) 

4 20 
(2,365) 

(1 1,350) 
1 1,247 

(75,244) 

$ (89,572) 
$ 89,572 

References: 
Column IAl: ComDanv Schedule C-1 
Column iBj: Schedule All-2 
Column [C]: Column [A] + Column [B] 
Column [D]: Schedules DWC-1 and DWC-2 
Column [E]: Column [C] + Column [D] 

$ 59,846 
806 

47,138 
(1,099) 

75,805 
9,893 

13,709 

1,837 

6,879 

2,910 
47,502 
38,447 

7,949 
24,578 
3 1,474 

$ 

(12,042) 

$ 59,846 
806 

47,138 
(1,099) 
75,805 

9,893 
13,709 

1,837 

6,879 

2,910 
47,502 
38,447 
7,949 

24,578 
19,432 

$ 367,673 $ (12,042) $ 355,631 
$ 73,251 $ (19,155) $ 54,096 
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ARIZONA-AMERICAN WATER COMPANY, INC. - HAVASIJ WATER 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 I 
OPERATING INCOME ADJUSTMENT #I - CITIZEN$ CORPORATE COST 

LINE 
- NO. DESCRIPTION 

1 Taxes Other Than Income 
2 Purchased Power 
3 Chemicals 
4 Repairs & Maintenance 
5 Office Supplies 
6 Outside Services 
7 Rents 
8 Insurance Expense 
9 Miscellaneous Expense 

10 Total Adjustments 

ADJUSTMENT 
LABEL 

l a  
I b  
I C  

I d  
l e  
I f  
l g  
I h  
l i  

REFERENCES: 
Column [A]: Company, Sc edule C-2, page 1 

Company, Sc edule C-2, page 2 
Bourassa, Di ect, page 11 
Stephenson, i irect, pages 14,15, and 16 

Column [B]: Testimony, A(1 

SCHEDULE All-3 

PI 
STAFF 

ADJUSTMENT 
$ 
$ 120 
$ 
$ 
$ 2,045 
$ 1 1,247 
$ 
$ 4,514 
$ 46,568 
$ 64,494 

- 



u 
8 
I 
1 

I 
1 
1 

ARIZONA-AMERICAN WATER COMPANY, INC. - HAVAS 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #2 - SERVlCl 

LINE 
- NO. DESCRIPTION 

1 Service Company Charges 
2 Total Adjustments 

REFERENCES: 
Column [A]: 

Column [B]: 

WATER SCHEDULE Ail-4 

COMPANY CHARGES 

[AI 
COMPANY 
AS FILED 

$ 75,244 
$ 75,244 

Company, ihedule C-2, page 1 
Company, chedule C-2, page 4 
Bourassa, irect, pages 11 and 12 
Stephenso i , Direct, pages 15 and 16 

Testimony, IAll 

PI 
STAFF 

ADJUSTMENT 
$ (75,244 
$ (75,244 



I 
1 
I 
1 
I 
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ARIZONA-AMERICAN WATER COMPANY, INC. - HAVASl 
Docket No. WS-01303A-02-0867 et at. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #3 - PROJECTED ADD 

[AI 
LINE COMPAN' 
NO. DESCRIPTION AS FILED 

1 Salaries &Wages $ 54,O 
2 Office Expense $ 13,3 

- 

3 Chemicals $ 273 
4 Miscellaneous $ 1 ,a 
5 Total Adjustment $ 70,a 

REFERENCES: 
Column [A]: Company, Sc 

Company, Sc 
Bourassa, Di 
Stephenson, 

Column [B]: Testimony, E 

NATER 

'IONAL EXPENSES 

ADJUSTMENT 
LABEL 

B 3a 
5 3b 
5 3c 
3 3d 
2 
- 

ledule C-2, page 1 
ledule C-2, page 10 
xt, pages 14 and 15 
)irect, pages 17 and 18 

(97) 

SCHEDULE All-5 

PI 
STAFF 

ADJUSTMENT 
$ (54,078) 
$ (1 3,395) 
$ (2,365) 



ARIZONA-AMERICAN WATER COMPANY, INC. - HAVASU WATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

SCHEDULE All-6 

OPERATING INCOME ADJUSTMENT #4 - TEST YEAR SALA/?lES AND WAGES, AND RELATED EXPENSES 

LINE 
- NO. DESCRIPTION 

1 Salaries &Wages 
2 Payroll Taxes 
3 Total Adjustments 

REFERENCES: 
Column [A]: 

COMPANY A JUSTMENT 
AS IA1 FILED 1 LABEL 

$ (59,846) 4a 
$ (7,949) ~ 4b 
$ (67,795) 1 

Company, Schedule 
Company, Schedule 
Bourassa, Direct, pagb 1 I 

Column [B]: Testimony, All 

[BI 
STAFF 

ADJUSTMENT 
$ 59,846 
$ 7,949 
$ 67,795 



ARIZONA-AMERICAN WATER COMPANY, INC. - HAVAS 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

WATER 1 
I 

Bourassa, Dire 

SCHEDULE All-7 

t, page 12 

OPERATING INCOME ADJUSTMENT #5 - PROJECtED SALARIES AND WAGES 

P I  
LINE ADJUSTMENT STAFF 
NO. DESCRIPTION AS FILED 1 LABEL ADJUSTMENT - 

1 Salaries & Waaes $ 117,3411 5a $ (117,341) 
s 

2 Payroll Taxes 
3 Total Adjustments 

5b $ (9,712) $+- $ (1 27,053) 

Column [B]: Testimony, All 



ARIZONA-AMERICAN WATER COMPANY, INC. - HAVASU WATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #6 - DEPRECIATION EXPENSE 

LINE 
- NO. DESCRIPTION 

4 
5 Intangible 
6 Organization 
7 Franchises 
8 Miscellaneous Intangibles 
9 Subtotal Intangible 
10 
11 Source of S U D D ~ ~  
12 Land and Land Rights 
13 Structures and Improvements 
14 Collecting and Impounding Res. 
15 Lakes, Rivers, Other Intakes 
16 Wells and Springs 
17 Subtotal Source of Supply 
18 
19 Pumping 
20 Land and Land Rights 
21 Structures and Improvements 
22 Other Power Production 
23 Electric Pumping Equipment 
24 Diesel Pumping Equipment 
25 Gas Engine Pumping Equipment 
26 Subtotal Pumping 
27 
28 Water Treatment 
29 Land and Land Rights 
30 Structures and Improvements 
31 Water Treatment Equipment 
32 Subtotal Water Treatment 
33 
34 Transmission and Distribution 
35 Land and Land Rights 
36 Structures and Improvements 
37 Distribution, Reservoirs, & ST 
38 Transmission and Distribution 
39 Fire Mains 
40 Services 
41 Meters 
42 Hydrants 
43 Other Transmission & Distribution 
44 Subtotal Transmission and Distribution 
45 
46 General 
47 Land and Land Rights 
48 Structures and Improvements 
49 m ice  Funiture and Equipment 
50 Computer Equipment 
51 Transportation Equipment 
52 Stores Equipment 
53 Tools, Shop and Garage 
54 Laboratory Equipment 
55 Power Operated Equipment 
56 Communication Equipment 
57 Miscellaneous Equipment 
58 Subtotal General 
59 
63 TOTALS 
69 Amortization of Deferred Regulatory Assets 
71 Less: Amotization of Contributions 
72 Staff Recommended Depreciation Expense 
73 Company Proposed Depreciation Expense 
74 Staff Adjustment 

SCHEDULE All-8 

ORIGINAL 
COST RATE EXPENSE 

$ 10,144 0.00% $ 
$ - 0.00% $ 
$ - 0.00% $ 
$ 10,144 $ 

$ 7,771 0.00% $ 
$ 63,763 2.79% $ 714 
$ 148,253 2.54% $ 3,766 
$ - 0.00% $ 
$ 36,089 2.54% $ 2,718 
$ 255,876 $ 7,197 

$ - 0.00% $ 
$ - 0.00% $ 
$ 22,738 5.12% $ 1,164 
$ 254,730 3.71% $ 9,460 
$ - 0.00% $ 
$ - 0.00% $ 
$ 277,468 $ 10,624 

$ - 0.00% $ 
$ - 0.00% $ 
$ 25,315 12.00% $ 3,038 
$ 25,315 $ 3,038 

225,871 
774,027 

182,275 
176,386 

0.00% $ 
0.00% $ 
2.33% $ 
2.10% $ 
0.00% $ 
2.89% $ 
3.52% $ 
0.00% $ 

3,520 
15,158 

5,268 
6,209 

$ - 0.00% $ 
$ 1,358,559 $ 30,155 

25 
10,577 
22,445 
33,449 
45,234 

247 
10.104 

627 
11,684 
7.477 

0.00% $ 
2.03% $ 215 
4.10% $ 414 
4.10% $ 1,025 

25.00% $ 11,309 
3.93% $ 10 
7.55% $ 763 
3.06% $ 19 
9.23% $ 567 
4.10% $ 307 

$ 934 6.19% $ 58 
$ 142,803 $ 14,686 

$ 2,070,165 $ 65,699 
$ 24,785 3.36% $ 834 
$ 280,867 10.00% $ (28,087) 

$ 38,447 
$ 46,650 
$ (8.203) 
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ARIZONA-AMERICAN WATER COMPANY, INC. - HAVAI 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #7 - PROPERTY TAX 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

DESCRIPTION 
Staff Adjusted Test Year Revenues - 2001 
Weight Factor 
Subtotal (Line 1 x Line 2) 
Staff Recommended Revenue 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6 )  
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 x Line 8) 
Plus: 10% of CWlP - 2001 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 x Line 13) 
Composite Property Tax Rate 
Staff Proposed Property Tax Expense (Line I d  

Company Proposed Property Tax Expense 
Staff Adjustment (Line 16 - Line 17) 

WATER 

LPENSE 

Line 15) 

101) 

SCHEDULE All-9 

AMOUNT 
$ 440,924.00 

2 
$ 881,848 
$ 409,727 
$ 1,291,575 

3 
!$ 430,525 

2 
$ 861,050 

$ 30,000 
$ 831,050 

- 

25% 
$ 207,763 

11.83% 
$ 24,578 
$ 28,682 
$ (4,104) 



ARIZONA-AMERICAN WATER COMPANY, INC. - HAVAS 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

WATER U SCHEDULE All-IO 

OPERATING ADJUSTMENT #8 - INCOME TAX EXPFNSE 

LINE 
- NO. DESCRIPTION 

1 Income Taxes 
2 Total 

REFERENCES: 
Column [A]: 

Column [B]: 

Column [C]: 

[AI ' PI 
COMPANY STAFF 
AS FIL D 

3 ,151) $ 63,625 
63,625 

$ADJUSTMENT 

Company, Schedule C-I  , page 1 
Company, Schedule C-2, page 1 
Company, Schedule C-3, page 1 

Testimony1 All 
Schedule DWC-2 

Column [ + Column[B] 7 

(1 02) 

tC1 
STAFF 

PROPOSED 
$ 31,474 
$ 31,474 
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LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

- 

- 

ARIZONA-AMERICAN WATER CCOMPANY, INC. - HAVASU WATER 
Docket No. WSO1303A-02-0867 et at. 
Test Year Ended December 31.2001 

I. 

MEDIAN 1 
USAGE I DOLWRS 

I 

.. 
AVERAGE 

USAGE I DOLLARS 
CUSTOMER 

CLASS 

Residential 5/8" 
Residentill" 
Residential 2" 
Residential 4" 
Commerical518" 
Commerical 1" 
Commerical2" 
Commerical3" 
Commerical4" 
Multi-family 044 1" 
Multi-family 056 2" 
Multi-family 064 4" 
Multi-family 065 2" 
Multi-family 067 4" 
Multi-family 089 1" 
Multi-family 102 2" 
Multi-family 129 4" 
Multi-family 153 4" 
Intentionally left blank 

UMMER 
MEDIAN I 

I 
USAGE I DOL-ARS I PERCENT 

WINTER 
AVERAGE MEDIAN 

USAGE I DOLLARS USAGE I DOLLARS 

- 
LINE 
NO. 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 

- 

- 

LINE 
NO. 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

CUSTOMER 
CLASS 

Residential 518" 
Residential 1" 
Residential 2" 
Residential 4" 
Commerical518" 
Commericall" 
Commerical2" 
Commerical3" 
Commerical4" 
Multi-family 044 1" 
Multi-family 056 2" 
Multi-family 064 4" 
Multi-family 065 2" 
Multi-family 067 4" 
Multi-family 089 1" 
Multi-family 102 2" 
Multifamily 129 4" 
Multifamily 153 4" 
ntentionally lefl blank 

CUSTOMER 
CLASS 

Residential 518" 
Residential 1" 
Residential 2" 
Residential 4" 
Commerical5/8" 
Commericall" 
Commerical2" 
Commerical3" 
Commerical4" 
Multi-family 044 1" 
Multi-family 056 2" 
Multi-family 064 4" 
Multi-family 065 2" 
Multi-family 067 4" 
Multi-family 089 1" 
Multifamily 102 2" 
Multifamily 129 4" 
Multi-family 153 4" 
Intentionally left blank 

TYPICAL BILL ANALYSIS AVERAGE AND MEPIAN COST COMPARISONS 
1 
1 CURRENT 1 

D I I \AI  SUMh 
AVERAGE 

USAGE I DOLLARS 

7,659 $ 19.46 
569,250 $ 824.02 
166,833 $ 269.08 
291,500 $ 470.11 
22.384 $ 40.37 
68,625 $ 113.13 
76,793 $ 141.23 

489,810 $ 739.71 
192,833 $ 330.00 
160,250 $ 605.08 
117,917 $ 647.92 
208,583 $ 845.31 
161,083 $ 786.44 
305,250 $ 1,008.32 
256,000 $ 1,127.14 
134,167 $ 1,065.68 
170,500 $ 1,348.93 
192,500 $ 1,585.38 

AVERAGE 
USAGE I DOLLARS 

7,659 $ 28.39 
569,250 $ 1.201.26 
166,833 $ 392.37 
291,500 $ 685.49 
22,384 $ 58.88 
68,625 $ 164.96 
76,793 $ 205.98 

489,810 $ 1,078.46 
192,833 $ 481.25 
160,250 $ 883.48 
117,917 $ 946.33 
208,583 $ 1,234.33 
161,083 $ 1,148.54 
305,250 $ 1,472.05 
256,000 $ 1.645.98 
134,167 $ 1,556.81 
170,500 $ 1,970.60 
192,500 $ 2,316.06 

5,000 
516,500 
154,500 
331,000 

9,000 
57,000 
57,500 

125,000 
154,000 
117,000 
183,500 
135,000 
345,000 
241,500 
131,000 
182,500 
192.000 

$ 09.69 
$ 49.40 
$ 1, 64.76 
$ 1, 06.55 
$ 1, I 61.18 

7,659 
569,250 
166,833 
291,500 
22,384 
68,625 
76.793 

489.810 
192,833 
160,250 
117,917 
208,583 
161,083 
305,250 
256,000 
134,167 
170,500 
192,000 

18.72 
761.51 
250.84 
438.16 
38.01 

105.69 
132.89 
687.25 
308.90 
592.29 
641.11 
829.40 
775.87 
982.1 1 

1,108.77 
1.062.14 
1,344.37 
1,581.09 

5,000 $ 15.24 
516,500 $ 692.41 
154,500 $ 234.69 
331,000 $ 489.90 

9.000 $ 20.48 
57,000 $ 90.46 
57,500 $ 107.62 

- $ 45.60 
125,000 $ 220.04 
154,000 $ 584.10 
117,000 $ 639.91 
183,500 $ 796.55 
135,000 $ 741.70 
345,000 $ 1,034.18 
241,500 $ 1,089.78 
131,000 $ 1,057.99 
182,500 $ 1.360.09 
192,000 $ 1,581.09 

Schedule DRR-2 

5,000 
516,500 
154,500 
331,000 

9,000 
57,000 
57.500 

125,000 
154,000 
117,000 
183,500 
135,000 
345,000 
241,500 
131,000 
182,500 
192,000 

$ 122.89 
$ 1,092.07 
$ $66.84 

$ $44.43 

$ 2,916.06 
I 

45.93% 
45.78% 
45.82% 
45.81% 
45.88% 
45.82% 
45.86% 
45.81% 
45.84% 
46.01% 
46.06% 
46.03% 
46.05% 
45.98% 
46.03% 
46.09% 
46.08% 
46.09% 

7.659 $ 27.33 
569.250 $ 1,110.34 
166,833 $ 365.83 
291,500 $ 639.01 
22,384 $ 55.45 
68,625 $ 154.14 
76,793 $ 193.85 

489.820 $ 1,000.25 
192,833 $ 450.55 
160,250 $ 864.88 
117,917 $ 936.42 
208.583 $ 1,211.19 
161.083 $ 1,133.17 
305,250 $ 1,433.93 
256,000 $ 1,619.26 
134,167 $ 1,551.66 
170,500 $ 1,963.96 
192.000 $ 2,309.82 

, 
STAFF RECOMMEWDED 

I I 
AVERAGE I CHANGE I PERCENT1 MEDIAN I INCREASE I PERCENT 

I 
16.91 

815.61 
247.35 
450.29 
34.72 
97.24 

122.36 
726.75 
307.22 
613.25 
662.73 
868.1 1 
809.51 

1,035.99 
1,167.82 
1 ,I 1 1.26 
1,413.38 
1,667.01 

(2.55) 
(8.41) 

(21.73) 
(19.82) 

(5.65) 
(15.89) 
(18.87) 
(12.96) 
(22.78) 

8.17 
14.81 
22.80 
23.07 
27.67 
40.68 
45.58 
64.45 
81.63 

-13.12% 
-1.02% 
-8.08% 
4.22% 

-13.98% 
-14.05% 
-13.36% 
-1.75% 
-6.90% 
1.35% 
2.29% 
2.70% 
2.93% 
2.74% 
3.61% 
4.28% 
4.78% 
5.15% 

$ 113.69 (1.99) 
(9.99) 

(22.10) 
(18.64) 
(2.83) 

(13.45) 
(14.81) 
(3.47) 

(24.82) 
7.99 

14.78 
22.04 
21.25 
28.87 
40.24 
45.49 
64.81 
80.90 

-12.69% 
-1.33% 
-8.79% 
-3.54% 

-13.25% 
-13.92% 
-13.01% 
-7.61% 

-10.62% 
1.34% 
2.29% 
2.72% 
2.84% 
2.71% 
3.64% 
4.29% 
4.74% 
5.10% 

5,000 $ 22.25 
516,500 $ 1,009.59 
154,500 $ 342.28 
331,000 $ 714.45 

9,000 $ 29.89 
57,000 $ 131.94 
57,500 $ 157.01 

- $ 66.62 
125,000 $ 320.99 
154,000 $ 852.94 
117,000 $ 934.67 
183,500 $ 1,163.29 
135,000 $ 1,083.35 
345,000 $ 1.509.85 
241,500 $ 1,591.57 
131,000 $ 1,545.61 
182,500 $ 1,986.88 
192,000 $ 2,309.82 

'ERCENT 

46.00% 
45.81% 
45.84% 
45.84% 
45.91% 
45.85% 
45.88% 
45.58% 
45.87% 
46.02% 
46.06% 
46.04% 
46.06% 
46.00% 
46.04% 
46.09% 
46.09% 
46.09% 
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ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA FF 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

REVENUE REQUIREMENT 

LINE 
NO. DESCRIPTION 

1 Adjusted Rate Base 

2 Adjusted Operating Income/(Loss) 

3 Current Rate of Return (L2 / L1) 

4 Required Rate of Return 

5 Required Operating Income (L4 x L1) 

6 Operating Income Deficiency/(Excess) (L5 - L2) 

7 Gross Revenue Conversion Factor 

8 Required Revenue Increase/(Decrease) (L7 x L 

9 Adjusted Test Year Revenue 

10 Proposed Annual Revenue (L8 + L9) 

11 Required Increase/Decrease in Revenue (%) 

12 Rate of Return on Common Equity (%) 

References: 
Column [A]: Company Schedules A-I, A-2, €4 D, 
Columns [B] & [C]: Staff Schedules All-I, DWC 

i WATER 

[AI 
COMPANY 

FAIR 
VALUE 

19,019,625 

1,215,779 

6.39% 

7.75% 

1,474,021 

258,242 

1.62860 

420,573 

6,186,037 

6,606,610 

6.80% 

11 SO% 

, DWC-3, & JMR-9 

Schedule DWC-1 

PI IC1 
STAFF STAFF 

COST VALUE 
ORIGINAL FA1 R 

$ 16,742,164 $ 16,742,164 

$ 1,637,250 $ 1,637,250 

9.78% 9.78% 

6.6% 6.6% 

$ 1,101,634 $ 1,101,634 

$ (535,616) $ (535,616) 

1.62863 1.62863 

I $ (872.32211 8 1872,322)l 

$ 6,186,037 $ 6,186,037 

$ 5,313,715 $ 5,313,715 

-14.10% -14.1 0% 

9.7% 9.7% 
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ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA FRlA WATER 
DJDCket NO. WS-01303A-02-0867 et al. 
Tist  Year Ended December 31,2001 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
1 Billings 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 

6 

Combined Federal and State Tax Rate (Line 17) 

Revenue Conversion Factor (L1 I L5) 

Calculation of Uncollecffible Factor: 
7 Unity 
8 Combined Federal and State Tax Rate (Line 17) 
9 One Minus Combined Income Tax Rate (L7 - L8 ) 
10 Uncollectible Rate 
11 Uncollectible Factor (L9 x L10 ) 

Calculation of Effective Tax Rater 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 40) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 + L16) 

5 Subtotal (L3 - L4) 

18 Required Operating Income (Schedule DWC-1, Col. [B]. Line 5) 
19 Adjusted Test Year Operating Income (Loss) (Sch. All-I, Col. [C]. 
20 Required Increase in Operating Income (L18 - L19) 

21 Income Taxes on Recornmended Revenue (Col. [D], L39) 
22 Income Taxes on Test Year Revenue (Col. [B], L39) 
23 Required Increase in Revenue to Provide for Income Taxes (L21 - 
24 Recommended Revenue Requirement (Schedule DWC-1, Col. [B 
25 Uncollectible Rate (Line IO)  
26 Uncollectible Expense on Recommended Revenue (L24 x L25) 
27 Adjusted Test Year Uncollectible Expense 
28 Required Increase in Revenue to Provide for Uncollectible Exp. (L 

29 Total Required Increase in Revenue (L20 + L23 + L28) 

Calculation of lncome Tax: 
30 Revenue (Schedule All-I, Col. [C]. Line 5 & Sch. DWC-1, Col. [E] 
31 Operating Expenses Exduding Income Taxes 
32 Synchronized Interest (L43) 
33 Arizona Taxable Income (L30 - L31 - L32) 
34 Arizona State Income Tax Rate 
35 Arizona Income Tax (L33 x L34) 
36 Federal Taxable Income (L33 - L35) 
37 Federal Income Tax Rate 
38 Federal Income Tax (L36 x L37) 
39 Combined Federal and State Income Tax (L35 + L38) 

40 Applicable Federal Income Tax Rate (Col. [D], L38 - Col. [B], L38) 

Calculation of lnterest Svnchronization: 
41 Rate Base (Schedule DWC-3, Col. [C], Line 17) 
42 Weighted Average Cost of Debt 
43 Synchronized Interest (141 x L42) 

e 28) 

2) 

ine IO) 

- L27) 

ne IO) 

100.0000% 
0.0000% 

100.0000% 
38.5989% 
61.401 1% 
1.628635 

100.0000% 
38.5989% 
61.401 1% 
0.0000% 
0.0000% 

100.0000% 
6.9680% 

93.0320% 
34.0000% 
31.6309% 
38.5989% 

$ 1,101,634 
$ 1,637,250 

$ 

$ 395,729 
$ 732,435 

$ 

$ 5,313.715 
0.0000% 

[BI 

(535,616) 

(336,707) 

$ (872.322) 

Test Year 
$ 6,166,037 
$ 3,816,352 $ 

STAFF 
Recommended 
$ 5,313,715 

- $ 3,816,352 

Schedule DWC2 

$ 472.129 $ 472,129 
$ 1,697,555.91 $ 1,025,233.91 

6.9680% 6.9680% 
$ 132.222 $ 71,438 

$ 1,765,334 $ 953.796 
34.0000% 34.0000% 

$ 600,214 $ 324,291 
$ 732,435 $ 395,729 

34.0000% :Ol. [C]. L36 - Col. [A], L36) 

$ 16.742.164 
2.82% 

$ 472,129 

106) 



ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

RATE BASE - ORIGINAL COST 

LINE 
NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

4 
5 Less: Accumulated Amortization 
6 Net CIAC 

Contributions in Aid of Construction (CIAC) 

7 Advances in Aid of Construction (AIAC) 

8 Customer Deposits 

9 Meter Advances 

10 Deferred Income Tax Credits 

ADD: 

11 Cash Working Capital 

12 Prepayments 

13 Supplies Inventory 

14 Projected Capital Expenditures 

15 Deferred Debits 

16 Citizens Acquisition Adjustment 

17 Original Cost Rate Base 

Adiustments: 
A. See plant adjustments on Schedule DWC. 
B. See accumulated depreciation adjustment 
C. See acquisition adjustment on Schedule C 

References: 
Column [A]: Company Schedule B-I 
Column [B]: Staff Schedule DWC-4 
Column [C]: Column [A] + Column [B] 

?IA WATER 

[AI 
COMPANY 

AS 
FILED 

$ 50,919,880 
4,993,698 

$ 45,926,182 

Schedule DWC-3 

PI [CI 
STAFF 

STAFF AS 
ADJUSTMENTS ADJ ADJUSTED 

$ 224,901 A $ 51,144,781 
32.822 B 5.026.520 

$ 192,079 $ 46,118,261 

- 1,973,438 1,973,438 

27,385,370 

- 

17,289 

- 

13,305,699 

$ 29,855,784 

)n Schedule DWC-4 
'C-4 

107) 

- 27,385,370 

- 

17,289 

- 

- 

- 

(1 3,305,699) C 

$ (13,113,620) $ 16,742,164 



el No. WSO1303A-QZa867 et d 
Schedule DWC4 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 

INE ACCT. 
PESCRIPTION 

5 
6 

g 11 

1:: 23 

1; 
1 
4; 
lii 49 

12 

18 
19 

24 
25 

30 
31 

37 
38 

43 
44 

50 
51 1; 

PLANTIN SERVICE: 

301.00 Organization 
302.00 Franchises 
303.00 Miscellaneous Intangibles 

Subtotal Intangible 

Source of Suooly 
310.00 Land & Land Rights 
31 1 .OO Structures & Improvements 
312.00 collecting & lmpwnding Reservoirs 
313.W Lakes, Rivers, other Intakes 
314.00 Wells and Springs 

Subtotal Swm of Supply 

320.00 Land & Land Rights 
321.00 structures a lmpmvements 
323.00 other Power Pmdudion 
325.00 Electric Pumping Equipment 
326.00 Diesel Pumping Equipment 
328.10 Gas Engine Pumping Equipment 

Subtotal Pumping 

Water Treatment 
330.00 Land &Land Rights 
331.00 Structures & Improvements 
332.00 Water Treatment Equipment 

Subtotal Water Treatment 

56 Add: 
57 

Transmission & Distribution 
340.00 Land &Land Rights 
341.00 Structures & lmpmvements 
342.00 Distribution Reservoirs & Standpipes . .  
343.00 Transmission & Distribution 
344.00 Fire Mains 
345.00 Services 
346.00 Meters 
348.00 Hydrants 
349.00 Olher Transmission & Distribution 

Subtotal Transmission & Distribu. 

General ~ Allocated Common Plant 
389.00 Land Land Rights 
390.00 structures a Improvements 
391.00 Mfce Furniture and Equipment 
391.10 Computer Equipment 
392.00 Transportaiion Equipment 
393.00 Stores Equipment 
394.00 Twls. Shop, & Garage Equipment 
395.00 Laboratory Equipment 
396.00 Power Operated Equipment 
397.00 Communidon Equipment 
398.00 Miscellaneous Equipment 

SubtoM General 

58 Less: Remove DoublbBooked Advances 
AFUDC Adjustmenl3195" 1:: 

61 Total Piant in Service 
62 Less: Accumulated Depreciation 
63 N e t  Plant in Service 659 - L 60) 

65 LEssr 
66 Contributions in Aid of Construction (CIAC) 
67 Less: Accumulated Amortization 
68 
RO 

74 
75 

80 
81 

Net CIAC (L25 - L26) 
Advances in Ad of Construction (AIAC) 
Customer Deposits 
Meter Advances 
Deferred Income Tax Credits 

ADD: 
Cash Working Capital Allowance 
prepayments 
Supplies Inventory 
Projected Capital Expenditures 
Deferred Debits 
Citizens Acquisition Adjustment 
Original Cost Rate Base 

PI FI 1C 
COMPANY Plantmt used Plant-un, 

- AD. 

Leave 

$ 1.229 5 - $ 
78.887 

115264 
195.380 

- 
~ 

217.682 (4.619) 
1,150,072 (1 1.196) 

4.081.994 - 
5.449.748 __ (15.815) 

47.681 
1,246,735 

14.538.913 (15,122) 
25,799 

697 L - 
15,859,825 - (15.1221 

39.917 
387.757 (3.442L __ 
427,674 (3.442) - 

225 

3,145.746 (34.414) 
21,475,529 (7.710) 

2,694,167 
1.744.305 
2.7m.956 
-- 

31.859.928 (42,1241 - 

681 
467.707 
238.820 
272.602 
251.004 

4.012 
66.402 
18.183 
16.803 
98.945 
38.697 

1.473.856 
- - 

(4.128.730) 
(217.801) 
-- 

$ 50.919.880 $ (76.503) 5 

$ 45.926.182 5 (568655 
4.993.698 19 638 

J - 5 - S  
-- 

I .973,438 
27.385.370 

17289 

13.305.699 - 
5 29.855.784 $ (56.865L 

Plant ~ not used & useful 

Piant - removed by previous 
Post-Test Year Plant 
Remove AFUDC Adj. 3/95 

II 
STAFF 

PI n 19 [GI [HI 
,ntified Plant MisPosted Plant Prev. Dec. Post-PI PI. AFUDC Adj. Acquisltion Adj 
2 ADJ#8 U A D J t s  ADJUSTED 

ank Leave Blank Leave Blank 

- $  1229 
78.887 

- $ - s -  5 -  s - $  

213.063 
50.631 1,189,507 

(29.5861 4.052.408 - - -21.045- 5.454.978 
- - 

47.681 
1246,735 

90,551 14.614.342 
25.799 

697 
15.935254 

--- 
90.551 - 

- - 

39.917 
(10260) 374.055 - 
(102601 413,972 - 

- - 
225 

(20.687) 3,090,645 
(8.345) 21.459.474 

2,694,167 
1.744.305 

5229 2.805.185 

31,794.001 
--- 

(23.8031 - - - 

(9.000) 

23.584 
-- 

6.070 - 

681 
467,707 
230.306 
272.602 
251,004 

4.012 
57.402 
18.183 
16.803 

122,529 
38.697 

1.479.926 

(4,128,730) 
217.801 

- 5 51,144,781 - $  - 5 ~ $ 83,603 $ 217.801 $ 
52.460 5,026,520 --- - $ 46.118261 - - $  - $ - 5 83.603 $ 165.341 $ 

- --- 
- 

== 

- $  - $ - 5 -  $ -  $ - $  

1.973.438 
27.385.370 

17.289 

- ~ - -  

(13.305.699) --- 
$ - 

~ $ 83.603- -$ 165.341 $ (13.305.699) $ 16.742.164 
- 
- $  - 

References 
Per Stan Engineenng Reports. 
Per S w f  Engineenng Repom. 
Per Company Response to Staff Data Request BKB 263 

Per Company Response to Stafl Data Request DWC 12-2 
Per Company Response to S w f  Data Request DWC 610 Amended 

cision Per Decision No 60172 

t Per Cadson Direct Tesbmony 

(108) 



ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA FRlA WATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME STATEMENT - TEST YEAR AND STAFF F 

[AI 

COMPANY 
LINE TEST YEAR 
- NO. DESCRIPTION AS FILED 

1 
2 
3 
4 
5 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

REVENUES: 
Metered Water Sales $ 5.846.076 . .  
Water Sales - Unmetered 
Other Operating Revenue 339,961 
Total Operating Revenues $ 6,186,037 

OPERA TlNG EXPENSES: 
Salaries &Wages 
Purchased Water 
Purchased Pumping Power 
Chemicals 
Repairs & Maintenance 
Office Supplies & Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expense 
Insurance - General Liability 
Insurance - Health and Life 
Regulatory Comm. Exp. - Rate Case 
Miscellaneous Operating Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

$ 632,324 
382,700 
601,814 

10,523 
198,956 
164,777 
35,465 

713,274 
8,614 

25,840 

33,390 

43,906 
188,009 

1,187,079 
40,435 

315,444 
387,708 

Total Operating Expenses $ 4,970,258 
Operating Income (Loss) $ 1,215,779 

References: 
Column IAl: ComDanv Schedule C 1  
Column iBj: Schedule All-2 
Column [C]: Column [A] + Column [B] 
Column [D]: Schedules DWC-1 and DWC-2 
Column [E]: Column [C] + Column [D] 

SCHEDULE All-I 

DPOSED 

IC1 
STAFF 

[El 

STAFF TEST YEAR STAFF 
TEST YEAR AS PROPOSED STAFF 

ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

$ $5,846,076 $ (872,322) $ 4,973,754 

339,961 339,961 
$ $6,186,037 $ (872,322) $ 5,313,715 

$ (216,798) 
(97,900) 

73 

8,729 
(127,984) 

30,666 
(71 3,274) 

16,342 

259,615 
92,633 

3,225 
(21,524) 
344,727 

$ (421,471) 
S A71 A71 

i 09) 

$ 415,526 
284,800 
601,887 

10,523 
207,685 

36,793 
66,131 

8,614 
25,840 

49,732 

43,906 
447,624 

1,279,712 
43,660 

293,920 
732,435 

$4,548,787 
$1,637,250 

(336,706) 

$ (336,706) 
$ (535,616) 

$ 415,526 
284,800 
601,887 

10,523 
207,685 

36,793 
66,131 

8,614 
25,840 

49,732 

43,906 
447,624 

1,279,712 
43,660 

293,920 
395,729 

$ 4,212,081 
$ 1,101,634 





ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA F 
Docket No. WS-OI303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #I - CITIZEN' 

LINE 
- NO. DESCRIPTION 

1 Taxes Other Than Income 
2 Purchased Power 
3 Chemicals 
4 Repairs & Miantenance 
5 Office Supplies 
6 Outside Services 
7 Rents 
8 Insurance Expense 
9 Miscellaneous Expense 

10 Total Adjustments 

REFERENCES: 
Column [A]: 

Columns [B]: 

Company Schedu 
Company Schedu 
Bourassa, Direct, 
Stephenson, Direc 

Testimony, All 

IA WATER 

CORPORATE COST 

141 

:ILED 
PANY 

- 
(73) 

(8,729) 
(32,612) 
(30,666) 

(49,205) 
264,612) 
385,897) 

- 

- 

ADJUSTMENT 
LABEL 

l a  
I b  
I C  

I d  
l e  
I f  

I h  
l i  

l g  

C-2, page 1 
C-2, page 2 
ige 12 
pages 15 and 16 

SCHEDULE All-3 

P I  
STAFF 

ADJUSTMENT 
$ 
$ 73 
$ 
$ 8,729 
$ 32,612 
$ 30,666 
$ 
$ 49,205 
$ 264,612 
$ 385.897 



I 
I 
I 
I 
1 
1 
1 
I 

I 
I 
I 
I 
I 
I 
1 
I 
I 
1 

n 

OPERATING INCOME ADJUSTMENT #2 - SERVICd 

ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

COMPANY CHARGES 

LINE 
NO. DESCRIPTION 

1 Service Company Charges 
2 Total Adjustments 

REFERENCES: 
Column [A]: 

Column [B]: 

SCHEDULE Al l4  

[AI PI 
COMPANY STAFF 
AS FILED ADJUSTMENT 

$ 713,274 $ (71 3,274) 
$ 713,274 $ (713,274) 

Company, Schedule (2-2, page 1 
Company, Schedule (2-2, page 4 
Bourassa, Direct, pages 12 and 13 
Stephenson, Direct, page 16 

Testimony, All 

112) 



ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA F IA WATER R Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #3 - PROJECTED ADD TIONAL EXPENSES I 
LINE 
NO. DESCRIPTION 

1 Salaries &Wages 
2 Office Expense 
3 Insurance 
4 Miscellaneous 
5 Total Adjustment 

[Ai 
COMP~NY ADJUSTMENT 

2,863 
14,997 $ 

$ 314.638 

I 

LABEL 
3a 
3b 
3c 
3d 

REFERENCES: 
Column [A]: Company, Schedule (2-2, age 1 

Company, Schedule C-2, age 4 
Bourassa, Direct, pages 1 and 16 
Stephenson, Direct, page i 17 and 18 

Column [B]: Testimony, All 

113) 

SCHEDULE All-5 

[BI 
STAFF 

ADJUSTMENT 
$ (126,182) 
$ (160,596) 
$ (32,863) 
$ (4,997) 
$ (324,638) 



ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA FR~A W A T ~ R  
Docket No. WS-01303A-02-0867 et ai. 
Test Year Ended December 31,2001 

SCHEDULE All-6 

OPERATING INCOME ADJUSTMENT M - TEST YEAR SALARIES AND WAGES, AND RELATED EXPENSES 

LINE 
- NO. DESCRIPTION 

1 Salaries &Wages 
2 Payroll Taxes 
3 Total Adjustments 
4 Chemicals 

COMPANY [AI A ~ DJE4iAENT 
AS FILED 

$ (415,526) 

REFERENCES: 
Column [A]: Company, Schedule 

Company, Schedule 
Bourassa, Direct, pa 

Column [B]: Testimony, Al l  

[BI 
STAFF 

ADJUSTMENT 
$ 415,526 
$ 43,660 
$ 459,186 



I '  

ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA  RIA WATER SCHEDULE All-7 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #5 - PROJEC~ED SALARIES AND WAGES 

LINE 
- NO. DESCRIPTION 

1 Salaries €4 Wages 
2 Payroll Taxes 
3 Total Adjustments 

REFERENCES: 
Column [A]: 

Column [B]: 

[AI 
COMPANY ~ ADJUSTMENT 
AS FILED LABEL 

$ 506,141 5a 
$ 40,4315 5b 
!§ 546,57p 

Company, Schedule C- 
Company, Schedule C- 
Bourassa, Direct, 
Stephenson, 

Testimony, All 

PI 
STAFF 

ADJUSTMENT 
$ (506,142) 

(40.435) 



1 
I 
1 
I 
I 
I 
1 
1 
I 
I 
I 
I 
I 
D 
1 
1 
i 
I 
1 

ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA FRlA WATER 
Docket NO. WS-01303A-02-0867 et al. 
Testy= Ended December 31.2M)I 

OPERATING ADJUSTMENT #B - DEPRECIATION EXPENSE 

LINE 
- NO. 
I 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
62 
64 
65 
66 
67 

DESCRIPTION 
Intangible 
Organization 
Franchises 
Miscellaneous Intangibles 
Subtotal Intangible 

Source of SUDDI~ 
Land and Land Rights 
Structures and Improvements 
Collecting and Impounding Res. 
Lakes, Rivers, Other Intakes 
Wells and Springs 
Subtotal Source of Supply 

PumDino 
Land and Land Rights 
Structures and Improvements 
Other Power Production 
Electric Pumping Equipment 
Diesel Pumping Equipment 
Gas Engine Pumping Equipment 
Subtotal Pumping 

Water Treatment 
Land and Land Rights 
Structures and Improvements 
Water Treatment Equipment 
Subtotal Water Treatment 

Transmission and Distribution 
Land and Land Rights 
Structures and Improvements 
Distribution, Reservoirs. & ST 
Transmission and Distribution 
Fire Mains 
Services 
Meters 
Hydrants 
Other Transmission & Distribution 
Subtotal Transmission and Distribution 

General 
Land and Land Rights 
Structures and Improvements 
Ofiice Funiture and Equipment 
Computer Equipment 
Transportation Equipment 
Stores Equipment 
Tools. Shop and Garage 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 
Subtotal General 

Post closing plant adjustment 
AFUDC adjustment 3/95 
Total 
Amortization of Deferred Regulatory Assets 
Less: Amortization of Contributions 
Staff Recommended Depreciation Expense 
Company proposed depreciation expense 
Staff Adjustment 

ORIGINAL 
Q2s.I 

$ 1 .: 
0 78.1 
$ 115,: 
$ 195,: 

$ 213) 
$ 1,189,! 
$ 
$ 
$ 4.052.# 
$ 5,454; 

$ 47) 
$ 1.246.' 
z 
$ 14,614.: 
$ 25,' 
5 I 
$ 15,935,: 

5 39.! 
5 374.1 
5 413,! 

$ 
$ 
5 3.090) 
$ 21,459,s 
$ 
$ 2,694, 
$ 1,744,: 
$ 2,805, 
$ 
$ 31,794) 

$ I 
$ 467.' 
$ 230,: 
5 272.1 
5 251 ,I  
5 4J 
$ 57,3 
$ 18. 

$ 122,! 
$ 16J 

$ 38J 
$ 1.479,! 
$ (4,128.' 
0 
$ 51,144.' 
$ 109,: 
$ 1.973,d 

SCHEDULE All4 

RATE EXPENSE - -  
2 0.00% 5 
? 0.00% $ r 0.00% $ r $ 

I 0.00% $ 
? 2.50% $ 29.738 

0.00% $ 
0.00% $ 

L 2.52% $ 102.121 
1 $ 131.858 

I 0.00% $ 
5 1.67% $ 20,820 

0.00% $ 
! 4.42% $ 645,954 
3 4.42% $ 1.140 
' 4.42% S 31 
E 5 667,946 

0.00% 5 
? 1.67% $ 667 
i 4.00% $ 14,962 
! - $ 15,629 

5 0.00% 5 
0.00% $ 

5 1.67% 5 51.614 
I 1.53% $ 328.330 

' 2.48% $ 66.815 
i 2.51% $ 43,782 
5 2.00% $ 56.104 

E $ 546,645 

0.00% a 

0.00% $ 

I 0.00% $ 
' 1.68% $ 7.861 
i 4.55% $ 10,468 
! 4.55% $ 12,390 
I 25.00% $ 62,751 
! 3.92% S 157 
! 4.14% $ 2,374 
I 3.71% $ 675 
I 5.14% $ 864 
3 10.28% $ 12,593 
' - 4.98% 5 1,927 
i 5 112,060 

2.67% $ (110,226) 
2.67% $ 

i- $ 1.474.138 r 2.67% 5 2,918 
I 10.00% $ (197,344) 

$ 1.279.712 . .  
$ 1,187,079 
$ 92,633 

116) 



ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA F IA WATER R Docket No. WS-01303A-02-0867 et ai. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #7 - PROPERTY TAX qXPENSE 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

DESCRIPTION 
Staff Adjusted Test Year Revenues - 2001 
Weight Factor 
Subtotal (Line 1 x Line 2) 
Staff Recommended Revenue 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 x Line 8) 
Plus: 10% of CWlP - 2001 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 x Line 13) 
Composite Property Tax Rate 
Staff Proposed Property Tax Expense (Line 14 
Company Proposed Property Tax Expense 
Staff Adjustment (Line 16 - Line 17) 

Line 15) 

17) 

SCHEDULE All-9 

AMOUNT 
$ 6,186,037 

2 
12,372,074 
5.313.71 5 

17,685,789 
3 

5,895,263 
2 

11,790,526 

251,004 
11,539,522 

25% 
$ 2,884,881 

10.1 8827% 
$ 293,920 
!li 31 5.444 
$ (21,524) 



1 
1 
I 
I 
I 
1 
1 
I 
I 
1 
I 
1 
I 
1 
I 
I 
I 
1 
I 

ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA FI 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #8 - INCOME TAX EXPl 

LINE COMPANY 
- NO. DESCRIPTION AS FILED 

1 Income Taxes 
2 Total 

$ 387,708 
$ 387,708 

REFERENCES: 
Column [A]: Company, Schedu 

Company, SchedL 
Company, SchedL 

Column [B]: 

Column [C]: 

Testimony, All 
Schedule DWC-2 

Column [A] + Colu 



I 
I 
1 
I 

1 
I 
1 
1 
1 
' I  
I 
I 

I 

~ 

ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA FRlA WATl 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #9 - PURCHASE WATER EXPE! 

LINE 
- NO. DESCRIPTION 

1 Purchase Water Expense 
2 Total 
3 
4 
5 CALCULATION OF ANNUALIZED PURCHASE WATER 
6 Quantity Ordered - 2001 (Acre Foot) 
7 
8 CosVAcre Foot - Capital 
9 CosVAcre Foot - Delivery 

10 CosVAcre Foot - Maricopa Water District credit 
11 Total CosVAcre Foot (Line 8 + Line 9 +Line IO) 
12 Annualized Purchase Water Expense (Line 6 x Line 11) 

REFERENCES: 
Column [A]: Company, Schedule C-2, page 1 

Company, Schedule C-2, page 5 
Bourassa, Direct, page 17 

Column [B]: Testimony, All 

Column [C]: Column [A] + Column [B] 

SCHEDULE All-I 1 

;E 

[AI [BI [CI 
COMPANY STAFF STAFF 
PROPOSED ADJUSTMENT PROPOSED 

$ 382,700 $ (97,900) $ 284,800 
$ 382,700 $ (97,900) $ 284,800 

(PENSE 

$ 
$ 
$ 

119) 

62 
43 
(1 6) 

3,200 

$ 89.00 
$ 284,800 



E 
I 
I 
I 
I 
i 
I 
6 
I 
I 
I 
I 
I 
I 
U 
1 
1 
I 
I 

STAFF RECOMMENDED 
MINIMUM GALLONS 
CHARGE INCLUDED 

ARIZONA-AMERICAN WATER COMPANY. INC. - AGUA FRIA WATER 
Docket No. WS01303A-02-0867 et al. 
Test Year Ended December 31.2001 

PRESENTRATES 

COMMODITY UPPER COMMODITY UPPER 
TIER ONE I TIER TWO 

RATE LIMIT RATE LIMIT 

- 
.INE 
5 
1 
2 
3 
4 
5 
8 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 - 
- 
ANI 

32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 - 

MINIMUM MONTHLY C H ~ G E S  AND COMMODITY RATES 

PRESENT 
CUSTOMER MINIMUM GALLONS 

CLASS CHARGE INCLUDEC 

Residential 5/8" 
Residential 3/4" 
Residential 1" 
Residential 1.5" 
Residential T 
Residential 3' 
Residential 4' 
Residential 6" 
Residential 8" 
comnerical5/8' 
COmmerical3/4' 
Cornmerical 1" 
commerical 1.5" 
commerical2" 
commerical3" 
Comrnerical4" 
Cornmerical6" 
commerical8" 
Pub. Interrupt 2' 
Pub. Interrupt 3" 
Pub. Interrupt 6" 
Pub. Interrupt 8" 
Pub. Interrupt 10" 
Prison 4" 
PF 4' 
PF 6" 
PF 8' 
PF I O '  
PF 12' 
Construction 
:OnStNctiOn/Untreated a 

I: 

10.00 
15.00 
25.00 
53.00 
80.00 

155.00 
200.00 
400.00 
800.00 
10.00 
15.00 
25.00 
53.00 
80.00 

155.00 
200.00 
400.00 
800.00 

200.00 
30.00 
45.00 
60.00 

120.00 
180.00 

8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 

$ 10.76 
$ 16.14 
$ 26.90 
5 57.02 
$ 86.07 
$ 166.76 
$ 215.17 
$ 430.34 
$ 860.67 
$ 10.78 
$ 16.14 
$ 26.90 
$ 57.02 
$ 86.07 
$ 166.76 
$ 215.17 
$ 430.34 
$ 860.67 
$ -  
t -  
$ -  
$ -  
$ -  
$ 215.17 
$ 32.28 
$ 48.41 
$ 64.55 
$ 129.10 
$ 193.65 
$ -  
a -  

8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 
8,000 

- 
COMPANY PROPOSED RATES 

TIER ONE TIER TWO 
CUSTOMER 

CLASS 

Residential 5/8" 
Residential 314" 
Residential 1" 
Residential 1.5" 
Residential 2" 
Residential 3" 
Residential 4" 
Residential 6" 
Residential 8" 
Cornmerical5l8" 
Cornmerical34" 
Commerical 1" 
COmmerical 1.5" 
COmmerical2" 
Cornrnerical3" 
Cornmerical4" 
Cornmerical6" 
Commerical8" 
Pub. Interrupt 2" 
Pub. Interrupt 3" 
Pub. Interrupt 6" 
Pub. Interrupt 8" 
Pub. Interrupt 10" 
Prison 4" 
PF 4' 
PF 6" 
PF 8" 
PF 10" 
PF 12" Ii 

1.91 
1.91 
1.91 
1.91 
1.91 
1.91 
1.91 
1.91 
1.91 
1.91 
1.91 
1.91 
1.91 
1.91 
1.91 
1.91 
1.91 
1.91 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
2.17 
1.91 
1.91 
1.91 
1.91 
1.91 
1 .oo 

8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,ooo $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 

Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 

2.41 llnfinite 
2.41 Infinite 
2.41 Ilnfinite 
2.41 llnfinite 
2.41 Infinite 
2.41 Infinite 
2.41 Infinite 
2.41 Infinite 
2.41 llnfinite 
2.41 Infinite 
2.41 Infinite 
2.41 Infinite 
2.41 Infinite 
2.41 Infinite 
2.41 Infinite 
2.41 Infinite 
2.41 Infinite 
2.41 ~lnfinite 

. .- 

Construction $ 
:onstructionlUntreated CAP Cancelled - 

120) 

8.52 
12.78 
21.30 
45.15 
68.16 

132.06 
170.41 
340.82 
681.64 

8.52 
12.78 
21.30 
45.15 
68.16 

132.06 
170.41 
340.81 
681.64 

170.41 
25.56 
38.34 
51.12 

102.25 
153.37 

1.78 
1.78 
1.78 
I .78 
1.78 
1.78 
1.78 
1.78 
1.78 
1.78 
1.78 
1.78 
1.78 
1.78 
1.78 
1.78 
1.78 
1.78 
1 .oo 
1 .oo 
1.00 
1.00 
1 .oo 
2.02 
1.78 
1.78 
1.78 
1.78 
1.78 
1 .oo 

8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 
8,000 $ 

Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 

Schedule DRR-1 

2.24 Infinite 
2.24 Infinite 
2.24 Infinite 
2.24 Infinite 
2.24 Infinite 
2.24 Infinite 
2.24 Infinite 
2.24 Infinite 
2.24 Infinite 
2.24 Infinite 
2.24 Infinite 
224 Infinite 
2.24 Infinite 
2.24 Infinite 
2.24 Infinite 
2.24 Infinite 
2.24 Infinite 
2.24 Infinite 

0.50 Infinite 

STAFF RECOMMENDED RATES 

COMMODITY UPPER COMMODITY UPPER COMMODITY UPPER 
TIER ONE I TIER TWO I TIER THREE 

RATE LIMIT RATE LIMIT RATE LIMIT 

1.20 
1.20 
1.20 
1.20 
1.20 
1.20 
1.20 
1.20 
1.20 
1.20 
1.20 
1.20 
1.20 
1.20 
1.20 
1.20 
I .20 
1.20 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
I .72 
1.20 
1.20 
1.20 
1.20 
1.20 
1 .oo 

4,000 $ 
4,000 $ 
4,000 $ 
4,000 $ 
4,000 $ 
4,000 $ 
4,000 $ 
4,000 $ 
4,000 $ 
4,000 $ 
4,000 $ 
4,000 $ 
4,000 $ 
4.000 $ 
4.000 $ 
4.000 $ 
4.000 $ 
4,000 $ 

Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 

1 .EO 
1 B O  
1 .BO 
1 .EO 
1 B O  
1 .EO 
1 B O  
1 B O  
1 B O  
1 .EO 
1 B O  
1 .EO 
1 B O  
1 .EO 
1 .EO 
1 B O  
1 B O  
1 .EO 

100,000 $ 2.15 
100,000 $ 2.15 
100,000 $ 2.15 
100,000 $ 2.15 
100,000 $ 2.15 
100,000 $ 2.15 
100,000 $ 2.15 
100,000 $ 2.15 
100,000 $ 2.15 
100,000 $ 2.15 
100,000 $ 2.15 
100,000 $ 2.15 
100,000 $ 2.15 
100,000 $ 2.15 
100,000 $ 2.15 
100,OM) $ 2.15 
100,000 $ 2.15 
100,000 $ 2.15 

Lnfinitf 
Infinitf 
Infinitf 
Infinitf 
lnfinitf 
Infinitf 
lnfinitf 
Infinitf 
Infinitf 
lnfinitf 
Infinitf 
Infinitf 
lnfinitf 
Infinite 
Infinite 
Infinite 
Infinite 
Infinite 

Cancelled 



I 
I 
I 
I 
I 

7.44% 
7.47% 
7.53% 
7.57% 
7.58% 
7.57% 

1 
I 
I 

1.41 7.46% $ 20.31 $ 
$ 31.42 $ 2.18 7.46% 
$ 51.82 $ 3.62 7.51% 
$ 115.68 $ 8.12 7.55% 

7.57% $ 242.34 $ 17.06 
7.56% $ 191.68 $ 13.48 

I 
D 
I 
I 
I 
1 
I 
I 
I 
I 
I 

ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA FRlA WATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

TYPICAL BILL ANALYSIS AVERAGE AND - 
.INE 
2 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
_. 

- 
JNE 
5 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
_. 

CUSTOMER 
CLASS 

Residential 518" 
Residential 34" 
Residential 1" 
Residential 1.5" 
Residential 2" 
Residential 3" 
Residential 4" 
Residential 6" 
Residential 8" 
Cornmerical518" 
Cornmerical 314" 
Cornmerical 1" 
Cornrnerical 1.5" 
Cornmerical2" 
Cornmerical3" 
Cornmerical4" 
Cornmerical6" 
Cornmerical8" 
Pub. Interrupt 2" 
Pub. Interrupt 3" 
Pub. Interrupt 6" 
Pub. Intempt 8" 
Pub. Interrupt I O "  
Prison 4" 
PF 4" 
PF 6" 
PF 8 
PF 10" 
PF 12" 
Construction 
hnstructiodUntreated CAP 

CUSTOMER 
CLASS 

Residential 518" 
Residential 314" 
Residential 1" 
Residential 1.5" 
Residential 2" 
Residential 3" 
Residential 4" 
Residential 6" 
Residential 8" 
Comrnerical518" 
Comrnerical3I4" 
Comrnerical 1" 
Cornmerical 1.5" 
Cornmerical2" 
Cornmerical 3" 
Cornmerical4" 
Cornmerical6" 
Cornmerical8" 
Pub. Interrupt 2" 
Pub. Interrupt 3" 
Pub. Interrupt 6" 
Pub. Interrupt 8" 
Pub. Interrupt 10" 
Prison 4" 
PF 4" 
PF 6" 
PF 8 
PF 10" 
PF 12" 
Construction 
:onstructiodUntreated CAP 

CUF 
AVERAGE 

USAGE I DOLLARS 
~~ 

7,002 
10,027 
17,634 

102,940 
175,037 
15,667 

NIA 
NIA 
NIA 

4,561 
14,989 
22,823 
89,393 

125.1 51 
188,454 

1,816,455 
NIA 

NIA 
NIA 

1,612,667 
8,319,765 
1,995.250 

755,400 
10,170,500 

NIA 
NIA 

22.46 
33.78 
60.82 

279.90 
468.40 
186.41 

18.12 
44.90 
72.44 

249.56 
356.66 
573.46 

4,465.18 

1,612.67 
8,319.76 
1,995.25 

755.40 
20,744.41 

30.00 
45.00 
60.00 

AVERAGE I INCREASE I 

$ 24.13 $ 1.67 
$ 36.30 $ 2.52 
$ 65.40 $ 4.58 
$ 301.10 $ 21.20 
$ 503.91 $ 35.51 
$ 200.52 $ 14.10 
NIA 
NIA 
NIA 
$ 19.47 $ 1.35 
$ 48.26 $ 3.37 
$ 77.90 $ 5.46 
$ 268.46 $ 18.90 
$ 383.68 $ 27.03 
$ 616.94 $ 43.48 
NIA 
$ 4.804.00 $ 338.82 
NIA 
$ - $  
$ 1,612.67 $ 
$ 8,319.76 $ 
$ 1,995.25 $ 
$ 755.40 $ 
$ 22,285.16 $ 1,540.75 
$ 32.28 $ 2.28 
$ 48.41 $ 3.41 
$ 64.55 $ 4.55 
NIA 
NIA 

Schedule DRR-2 
Page 1 of 2 

EDlAN USAGE AND COSTS 

JT 
MEDIAN 

USAGE I DOLLARS 

5,000 $ 18.90 
8,000 $ 29.24 

12.000 $ 48.20 
26.000 $ 107.56 
66,500 $ 225.28 
12.000 $ 178.20 

- $ 10.00 
2,000 $ 18.56 
9.000 $ 41.48 

62,000 $ 188.20 
34,000 $ 152.48 
18,000 $ 191.64 

1,763,000 $ 4.345.44 

2,468,500 $ 2,468.50 
7,000 $ 7.00 

157,500 $ 157.50 
711,000 $ 711.00 

10,072,500 $ 20,546.45 
- $ 30.00 
- $ 45.00 
- $ 60.00 

COMPANY PROPOSED I 
'ERCENT I MEDIAN I INCREASE I PERCENT 

I 

7.47% 
7.50% 
7.54% 
7.57% 
7.58% 
7.58% 

7.59% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
7.43% 
7.60% 
7.58% 
7.58% 

$ 10.76 $ 
$ 19.96 $ 
$ 44.59 $ 
$ 202.44 $ 
$ 164.01 $ 
$ 206.14 $ 

$ 4,675.17 $ 

$ - $  
$ 2,468.50 $ 
$ 7.00 $ 
$ 157.50 $ 
$ 711.00 $ 
$ 22,072.50 $ 
$ 32.28 $ 
$ 48.41 $ 
$ 64.55 $ 

0.08 
1.40 
3.11 

14.24 
11.53 
14.50 

329.73 

1,526.05 
2.28 
3.41 
4.55 

7.60% 
7.54% 
7.50% 
7.57% 
7.56% 
7.57% 

7.59% 

0.00% 
0.00% 
0.00% 
0.00% 
0.00% 
7.43% 
7.60% 
7.58% 
7.58% 

I I 

121) 



I 
I 
I 
I 

-16.64% 
-15.84% 

-18.16% 
-13.09% 

-16.74% 

-15.32% 

-20.92% 
-16.79% 
-17.20% 
-18.39% 
-15.93% 
-12.84% 

-5.74% 

0.00% 
0.00% 
0.00% 
0.00% 

-14.83% 
-14.80% 

-14.80% 
-14.80% 

0.00% 
0.00% 

I 
I 

$ 15.12 $ (3.78) 
$ 24.78 $ (4.46) 

$ 89.55 $ (18.01) 
$ 185.46 s (39.82) 

$ 40.50 $ (7.70) 

$ 151.26 $ (26.94) 

$ 8.52 t (1.48) 
$ 15.18 $ (3.38) 
$ 35.10 $ (6.38) 
$ 154.35 $ (33.85) 
$ 126.96 $ (25.52) 
$ 162.06 $ (29.58) 

$ 4,093.86 $ (251.58) 

$ 2,468.50 $ 
$ 7.00 $ 
$ 157.50 $ 
$ 711.00 $ 
$ 17.495.11 $ (3,051.34) 
$ 25.53 $ (4.44) 

$ 51.12 $ (8.88) 
$ 38.34 $ (6.66) 

$ 102.25 $ 
$ 153.37 $ 

ARIZONA-AMERICAN WATER COMPANY, INC. - AGUA FRlA WATER 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31.2001 

TYPICAL BILL ANALYSIS AVERAGE AND I - 
LINE 
NO. 

63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 

79 

- 

78 

ao 
a i  
a2 
a3 
a4 
a5 

a7 
a8 

86 

89 
90 
91 
92 
93 - 

CUSTOMER 
CLASS 

Residential 518" 
Residential 314" 
Residential 1" 
Residential 1.5" 
Residential 2" 
Residential 3" 
Residential 4" 
Residential 6" 
Residential 8" 
Cornrnerical W8" 
Cornrnerical314" 
Cornmerical 1" 
Cornmerical 1.5" 
Cornrnerical2" 
Cornrnerical3" 
Cornmerical4" 
Cornrnerical6" 
Comrnerical8" 
Pub. Interrupt 2" 
Pub. Interrupt 3" 
Pub. Interrupt 6" 
Pub. Interrupt 8" 
Pub. Interrupt 10" 
Prison 4" 
PF 4" 
PF 6" 

PF 10" 
PF lr' 
Construction 
bnstructiordUntreated CAP 

PF an 

AVERAGE I INCREASE I 

$ 18.72 $ 
28.43 $ 

$ 50.64 $ 
$ 229.07 $ 
$ 407.09 $ 
$ 157.86 

NIA 
NIA 
NIA 

$ 14.33 $ 
$ 37.36 $ 

$ 203.66 $ 

$ 499.84 $ 

$ 59.98 $ 

$ 299.83 $ 

$ 4,208.79 $ 
NIA 

NIA 
NIA 

$ 1,612.67 $ 

$ 1,995.25 $ 
$ 755.40 $ 
$ 17,667.11 $ 
$ 25.56 $ 

$ 51.12 $ 
$ 102.25 $ 
$ 153.37 $ 

$ 8,319.76 $ 

38.34 $ 

(3.74) 
(5.35) 

(1 0.1 8)  
(50.83) 

(28.55) 
(61.31) 

(3.79) 
(7.54) 

(45.90) 
(56.83) 

(12.46) 

(73.62) 

(256.39) 

(3,077.30) 

(6.66) 
(4.44) 

(8.88) 

Cancelled 

Schedule DRR-2 
Page 2 of 2 

DlAN USAGE AND COSTS 

iTAFF RECOMMENDED 

ERCENT I MEDIAN I INCREASE I PERCENT 
I 

-20.00% 
-15.25% 
-15.98% 

-17.68% 
-16.74% 

-15.1 2% 

-14.80% 
-18.21% 
-15.38% 
-17.99% 
-16.74% 
-15.44% 

-5.79% 

0.00% 
0.00% 
0.00% 
0.00% 

-14.85% 
-14.80% 
-14.80% 
-14.80% 
0.00% 
0.00% 



ANTHEM 







3 Net Plant in Service 

I LESS: 

4 
5 Less: Accumulated Amortization 
6 Net CIAC 

Contributions in Aid of Construction (CIAC) 

7 Advances in Aid of Construction (AIAC) 1 
8 Customer Deposits 

I 9 Meter Advances 

10 Deferred Income Tax Credits 

ADD: 
B 

I 
I 
I 
1 
t 
I 

11 Cash Working Capital 

12 Prepayments 

13 Supplies Inventory 

14 Projected Capital Expenditures 

15 Deferred Debits 

16 Citizens Acquisition Adjustment 

17 Original Cost Rate Base 

e 

Adiustments: 
A. Per plant adjustmen 

isi 

Column [A]): Company Schedule B-I 
Column [B]: Staff Schedule DWC-4 
Column [C]: Column [A] + Column [B] 













ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEI 
No. WS-O1303A-02-0867 et al. 

ear Ended December 31,2001 

ADJUSTMENT OJECTEDADD 

NO. DESCRIPTION 
1 Salaries & Wages 
2 Office Expense 

4 Miscellaneous $ 4 
5 Total Adjustment $ 300 

REFERENCES: 
Column [A]: Company, 

Company, 
Bourassa, I 
Stephensoi 

I Column [B]: Testimony, 

I 
I 



ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEM WATEF 
et No. WS-01303A-02-0867 et al 

ear Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #4 -TEST YEAR SAU 

[AI 
COMPANY ADJUS 

DESCRIPTION AS FILED - MI 
Salaries &Wages $ (372,209) L 

$ (78,471) L 

3 Total Adjustments $ (450,680) 

REFERENCES: 
Company, Schedule C-2, I 
Company, Schedule C-2, I 

~ Bourassa, Direct, page 13 
I , 

Column [B]: Testimony, All 

I 



ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEh 
Docket No. WS-O1303A-02-0867 et al. 

ed December 31,2001 

OPERATING INCOME ADJUSTMENT #5 - P 

LINE COI 
- NO. DESCRIPTION - AS 

1 Salaries & Wages $ 
2 Payroll Taxes $ 
3 Total Adjustments $ 

REFERENCES: 
I Column [A]: Comp 

Comp 
Boura 
Stephl 

' I  

Column [B]: Testin 







ARIZONA-AMERICAN WATER CO 
Docket No. WS-O1303A-02-0867 et al 
Test Year Ended Dec 

MENT #8 - INCOME TAX EXF 

- NO. DESCRIPTION AS FILED e 
1 Income Taxes $ 168,318 - $ 
2 Total $ 168,318 - $ 

REFERENCES: 
Column [A]: Company, Schedule C 

Company, Schedule C 
I 

Company, Schedule C 

Column [B]: Testimony, All 
Schedule DWC-2 

Column [A] + Column 

I 
Column [C]: 



No. WS-O1303A-02-0867 et ai. 
ar Ended December 31,2001 

OPERATING ADJUSTMENT #!3 - PUR 

LINE COMf 
- NO. DESCRIPTION &sJ 

1 Water Purchase Expense $ 2  
2 Total $ 2  
3 
4 
5 CALCULATION OF ANNUALIZED PURCHASE 
6 Quantity Ordered (Acre Foot) 
7 Less 4th quarter Change 
8 Less Del Webb Portion 
9 Actual Used in 2001 

10 Cost /Acre Foot - 2002 $ I 11 Annualized Purchase Water Expense $ 1 

REFERENCES: 
Column [A]: Compa 

Comoa 
I 

Bourasf 

Column [B]: Testimc 

Column [C] Columr 

I 

I 



MINIMUM MONTHLY C 

I - 
.IN€ 

1 
2 
3 
4 
5 
6 
7 
6 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 - 
- 
.lNE 
5 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 - 

CUSTOMER 
CLASS 

Residential 518" 
Residential 34" 
Residential 1" 
Residential 1.5' 
Residential 2' 
Commencal3i4" 
Commencall" 
Commerlcal 1.5' 
Commencal2" 
Commencal3" 
Cornmencal4" 
C m n c a l 6 "  
Cornmencal8" 
Irngabon 1.5" 
lrngation 2" 
lrngabon 3" 
lrngation 4" 
lrngation 6" 
Pub Interrupt 2' 
Pub. Interrupt 3" 
Pub. Interrupt 6" 
Pub. Interrupt 10" 
PF 3" 
PF 4" 
PF 6" 
PF 8" 
PF 10" 

CUSTOMER 
CLASS 

Residential518' 
Residential 34" 
Residential 1" 
Residential 1.5' 
Residential 2" 
C o m n c a l  W4" 
Cornmencall' 
Commencal 1.5" 
Commencal2" 
Commencal3' 
C o m n c a l 4 "  
Commencal6" 
Commencal8" 
lmgation 1.5" 
lrngabon 2' 
lrngahon 3' 
lrngation 4" 
lmgation 8" 
Pub. Interrupt 2" 
Pub Interrupt 3' 
Pub. Interrupt 6' 
Pub. Interrupt 10" 
PF 3' 
PF 4" 
PF 6" 
PF 8' 
PF in* 

% i d p x  
CHARGE INCLUDED 

$ 16.00 
$ 1600 
$ 32.00 
$ 64.00 
$ 80.00 
$ 1600 
$ 32.00 
$ 6400 
$ 8000 
$ 160.00 
$ 200.00 
$ 250.00 
$ -  
$ -  
$ -  
5 -  
I -  
$ -  
$ -  
$ -  
$ -  
$ -  
$ 70.00 
$ 9000 
$ 13500 
$ 160.00 
$ 360.00 

COMPANY PROF 

-EzIz 
$ 18.70 
$ 18.70 
$ 37.41 
$ 74.82 
$ 93.52 
$ 18.70 
$ 37.41 
$ 74.82 
$ 93.52 
$ 187.04 
$ 233.00 
$ 292.25 
$ 1,496.00 
$ -  
$ -  
$ -  
$ -  
$ -  
$ -  
$ -  
$ -  
$ -  
$ 81.83 
$ 105.21 
$ 157.82 
$ 210.42 
$ 42084 

COMPANY PROPOSED RATES 
TIER ONE I TIER TWC 

$ 2.34 Infinite 
$ 2.34 Infinite 
$ 2.34 Infinite 
$ 2.34 Infinite 
$ 2.34 Infinite 
$ 2.34 Infinite 
$ 2.34 Infinite 
$ 2.34 Infinite 
$ 2.34 Infinite 
$ 2.34 Infinite 
$ 2.34 Infinite 
$ 2.34 Infinite 
$ 2.34 lnfinite 
$ 0.62 Infinite 
$ 0.62 Infinite 
$ 0.62 Infinite 
$ 0.62 Infinite 
$ 0.62 Infinite 
$ 2.16 Infinite 
$ 2.16 Infinite 
$ 2.16 Infinite 
$ 2.16 Infinite 
Flat Rates Infinite 
Flat Rates Infinite 
Flat Rates Infinite 
Flat Rates Infinite 
Flat Rates Infinite 

STAFF RECOMMENDED 

INCLUDED 

$ 11.45 
$ 1145 
$ 22.91 
$ 45.81 
$ 57.27 
$ 11.45 
$ 2291 
$ 45.81 
$ 57.27 
$ 114.54 
$ 143.17 
$ 176.96 
$ 1,070.91 
$ -  
a -  
$ -  

$ -  
$ -  
$ -  
$ -  
$ -  
$ 50.11 
$ 64.43 
$ 9664 

i s  , $ 25771 12885 

PRESENTRATES 
TIER ONE I TIER TWO 

COMMODITY UPPER COMMODITY UPPER 
RATE LIMIT RATE LIMIT 

$ 200 Infinite 
$ 2.00 Infinite 
$ 2.00 Infinite 
s 200 Infinite 
i 2.00 Infinite 
$ 2.00 Infinite 

2 00 Infinite $ 
16 200 Infinite 

2.00 Infinite $ 
200 Infinite $ 
2.00 Infinite $ 
2.00 Infinite $ 

$ 2.00 Infinite 
0.62 Infinite $ 
0.62 Infinite $ 
0.62 Infinite $ 

$ 0.62 Infinite 
$ 0.62 Infinite 
$ 2.16 Infinite 
$ 2.16 Infinite 
$ 2.16 Infinite 
$ 2.16 Infinite 

Flat Rates Infinite 
Flat Rates Infinite 
Flat Rates Infinite 
Flat Rates Infinite 
Flat Rates Infinite 

STAFF RECOMMENDED RATES 
TIER ONE I TIER TWO I TIER THREE 

UPPER COMMODITY UPPER COMMODITY UPPER 
LIMIT RATE LIMIT RATE LIMIT 

$ 0.88 4,000 $ 1.32 100,000 $ 1.57 Infinite 
$ 0.88 4,000 $ 1.32 100,000 $ 1.57 Infinite 
$ 0.88 4.000 $ 1.32 1.57 Infinite 100.000 8 
$ 0.88 4,000 $ 1.32 100.000 $ 1.57 Infinite 
$ 0.88 4,000 $ 1.32 1.57 Infinite 100,000 $ 
$ 0.88 4,000 $ 1.32 100,000 $ 1.57 Infinite 
$ 0.88 4,000 $ 1.32 100,000 $ 1.57 Infinite 
$ 0.88 4,000 $ 1.32 100,000 $ 1.57 Infinite 
$ 0.88 4,000 $ 1.32 100,000 $ 1.57 Infinite i $ 0.88 4,000 $ 1 32 100,000 $ 1.57 Infinite 

4,000 $ 1 32 100,000 $ 1.57 Infinite I $  E; 4,000 $ 1.32 100,000 $ 1.57 Infinite ' : 0.88 4,000 $ 1.32 100.000 $ 1.57 Infinite 
$ 0.62 Infinite 
$ 0.62 Infinite 
$ 0.62 Infinite 
$ 0.62 Infinite 
$ 0.62 Infinite 
$ 2.16 Infinite 
$ 2.16 tnfinite 
$ 2.16 Infinite 
$ 2.16 Infinite 
Flat Rates Infinite 
Flat Rates Infinite 
Flat Rates Infinite 



I 

I 
I 
I 
I 
I 
I 
1 
e 

- 
JNE 
NO 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

c 

7 - 
SNE 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 - 

CUSTOMER 
CLASS 

Residential 518" 
Residential 3/4" 
Residential 1" 
Residential 1.5" 
Residential 2' 
Comrnerical3/4" 
Commerical 1" 
Commencall .5" 
Commencal2" 
Commerical3" 
Commerical4" 
Cornmerical6" 
Commerical8" 
Irrigation 1.5" 
Irrigation 2" 
Irrigation 3" 
Irrigation 4" 
Irrigation 8" 
Pub. Interrupt 2" 
Pub. Interrupt 3" 
Pub. Interrupt 6" 
Pub. Interrupt 10" 
PF 3" 
PF 4" 
PF 6" 
PF 8" 
PF 10" 
ntentionally left blank 

CUSTOMER 
CLASS 

Residential 518" 
Residential 314" 
Residential 1" 
Residential 1.5" 
Residential 2" 
Cornrnerical314" 
Comrnerical 1" 
Commerical 1.5" 
Commerical2" 
Commerical3" 
Commerical4" 
Commerical6" 
Comrnerical8" 
Irrigation 1.5" 
Irrigation 2" 
Irrigation 3" 
Irrigation 4" 
Irrigation 8" 
Pub. Interrupt 2" 
Pub. Interrupt 3" 
Pub. Interrupt 6" 
Pub. Interrupt 10" 
PF 3" 
PF 4" 
PF 6" 
PF 8" 
PF I O "  
ntentionally left blank 

1 
CVR 

AVERAGE i 
USAGE I DOLLARQ 

10,212 $ 36.12 
7,753 $ 31. 1 
8,719 $ 49.44 
7,361 $ 78.j2 

168,705 $ 417.41 

201,964 $ 563.93 
NIA 
NIA 
NIA 

$ 543 
$ 29.7 
$ 54.9 2 
$ 64,& 

- 0  - 1  
1,103,200 $ 

2,364 $ 
776,818 $ 1.677.93 

1 

- $  

ENT 
MEDIAN 

USAGE I DOLLARS 

7.000 $ 3000 

83,000 $ 246.0C 
- $ 16.0C 
- $ 32.0C 

- $  
- $  

1.000 $ 2.1E 
822,000 $ 1,775.5; 

- $ 9o.oc - S 135.0C 



TYPICAL BILL ANALYSIS GE I 

I 

I 
I 
I 
I 

- 
.IN€ 
NO. 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 - 

CUSTOMER 
CLASS 

Residential 5/8" 
Residential 3/4" 
Residential 1" 
Residential 1.5" 
Residential 2" 
Commerical314" 
Commerical 1" 
Commerical 1.5" 
Commerical2" 
Commencal3" 
Commerical4" 
Commerical6" 
Commerical8" 
Irrigation 1 5" (RWGN) 
Irrigation 2" (RWGN) 
Irrigation 3" (RWGN) 
Irrigation 4" (RWCN) 
lrngation 8" (RWGN) 
Pub. Interrupt 2" (DWPI) 
Pub. Interrupt 3" (DWPI) 
Pub. Interrupt 6" (DWPI) 
Pub. Interrupt IO" (DWPI) 
PF 3" (DFL) 
PF 4" (DFL) 
PF 6" (DFL) 
PF 8" (DFL) 
PF 10" (DFL) 
Intentionally left blank 

AVERAGE I INCREA: 

$ 23.17 $ (13 
$ 19.92 $ (11 
$ 32.66 $ (16 
$ 53.77 $ (24 
$ 295.38 $ (122 
$ 14.73 $ (8 
$ 16563 $ (82 
$ 433.34 $ (158 
$ 234.74 $ (105 
$ 404.86 $ (159 
NOT USED 
NOT USED 
NOT USED 

$ 4,521 
$ 54,500 
$ 29,730 
$ 54,962 
$ 64.899 
NOT USED 
$ 56.644 
$ 56.16 
$ 20,233 
NOT USED 

$ 64.43 $ (25 
$ 96.64 $ (38 
NOT USED 
NOT USED 

STAFF RECOMMENDED 

j) -36.38% 
3) -36.77% 

5) 31.70% 

?) -37.19% 
7) 33.19% 

5) 33.94% 

3) -29.24% 

?) -26.77% 

7) -28.21% 
3)  30.99% 

0.00% 
0.00% 
0.00% 

7) -28.42% 
3) -28.42% 

MEDIAN I INCREASE I PERCENT 

$ 18.93 $ (11.07) 36.90% 
$ 18.93 $ (11 07) 36.90% 

$ 50.65 $ (23.35) 31.55% 
$ 165.07 $ (80.93) -32.90% 

$ 30.39 $ (15.61) -33.94% 

$ 11.45 $ (4.55) -28.44% 
$ 22.91 $ (9.09) -28.41% 
$ 28595 $ (118.05) -29.22% 

$ 11454 $ (45.46) -28.41% 
$ 121 51 $ (58.49) 32.49% 

$ 0.00% 
$ 0.00% 



ANTHEM 
AGI FRIA 

WaWa A 



I 
I 
I 
I 
I 
D 
I 
I 
1 
I 
II 
I 
I 
I 
I 
1 
I 
I 
I 

ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEN 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

REVENUE REQUIREMENT 

LINE 
NO. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

DESCRIPTION 

Adjusted Rate Base 

Adjusted Operating Income/(Loss) 

Current Rate of Return (L2 / L1) 

Required Rate of Return 

Required Operating Income (L4 x L1) 

Operating Income Deficiency/(Excess) (L5 - L2: 

Gross Revenue Conversion Factor 

Required Revenue Increase/(Decrease) (L7 x L 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase/Decrease in Revenue (%) 

Rate of Return on Common Equity (%) 

References: 
Column [A]: Company Schedules A-I, A-2, & D 
Columns [B] & [C]: Staff Schedules All-I, DWC 

4GUA FRlA WASTEWATER Schedule DWC-1 

[AI 
COMPANY 

FA1 R 
VALUE 

$ 2,853,742 

$ (48,855) 

-1.71 % 

7.75% 

$ 221,165 

$ 270,020 

1.62860 

$ 439,755 

$ 1,866,546 

$ 2,306,301 

23.56% 

11 .so% 

?, DWC-3, & JMR-9 

141) 

PI [CI 
STAFF STAFF 

COST VALUE 
OR1G I NAL FA1 R 

$ 2,746,928 $ 2,746,928 

$ 225,868 $ 225,868 

8.22% 8.22% 

6.6% 6.6% 

$ 180,748 $ 180,748 

1.62863 1.62863 

I $ (73,485)l $ (73,485)l 

$ 1,866,546 $ 1,866,546 

$ 1,793,061 $ 1,793,061 

-3.94% -3.94% 

9.7% 9.7% 
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ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEMIAGUA FRlA WASTE 
Docket No. WS41303A-02-0867 et al. 
Test Year Ended December 31,2001 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. DESCRIPTION 

Calculation of Gross Revenue Conversion Factor: 
1 Billings 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 

6 

Combined Federal and State Tax Rate (Line 17) 

Revenue Conversion Factor (L1 I L5) 

Calculation of Uncollecttible Factor: 

Combined Federal and State Tax Rate (Line 17) 
One Minus Combined Income Tax Rate (L7 - L8 ) 

Uncollectible Factor (L9 x L10 ) 

Calculation of Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 40) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 + L16) 

5 Subtotal (L3 - L4) 

7 Unity 
8 
9 
10 Uncollectible Rate 
11 

18 Required Operating Income (Schedule DWC-1. Col. [B], Line 5) 
19 Adjusted Test Year Operating Income (Loss) (Sch. All-1, Col. [C], I 
20 Required Increase in Operating Income (L18 - L19) 

21 Income Taxes on Recommended Revenue (Col [D], L39) 
22 Income Taxes on Test Year Revenue (Col [B], L39) 
23 Required Increase in Revenue to Provide for Income Taxes (L21 - 
24 Recommended Revenue Requirement (Schedule DWC-1, Col [Bl 
25 Uncollectible Rate (Line 10) 
26 Uncollectible Expense on Recommended Revenue (L24 x L25) 
27 Adjusted Test Year Uncollectible Expense 
28 Required Increase in Revenue to Provide for Uncollectible Exp (L 

29 Total Required Increase in Revenue (L20 + L23 + L28) 

Calculation of lncome Tax 
30 Revenue (Schedule All-I, Col [C], Line 5 & Sch DWC-1, Col [B] 
31 Operating Expenses Excluding Income Taxes 
32 Synchronized Interest (L43) 
33 Arizona Taxable Income (L30 - L31 - L32) 
34 Arizona State Income Tax Rate 
35 Anzona Income Tax (L33 x L34) 
36 Federal Taxable Income (L33 - L35) 
37 Federal Income Tax Rate 
38 Federal Income Tax (L36 x L37) 
39 Combined Federal and State Income Tax (L35 + L38) 

40 Applicable Federal Income Tax Rate (Col [D]. L38 - Col [B], L38) 

Calculation of lnterest Svncbronrzatron. 
41 Rate Base (Schedule DWC-3, Col IC]. Line 17) 
42 Weighted Average Cost of Debt 
43 Synchronized Interest (L41 x L42) 

TER 

! 28) 

!) 

l e  10) 

L27) 

ie 10) 

[AI 

100.0000% 
0.0000% 

100.0000% 
38.5989% 
61.401 1 Yo 
1.628635 

100.0000% 
38.5989% 
61.401 1% 
0.0000% 
0.0000% 

100.0000% 
6.9680% 

93.0320% 
34.0000% 
31.6309% 
38.5989% 

$ 180,748 
$ 225,868 

$ 

$ 64,928 
$ 93,293 

$ 

$ 1,793,061 
0.0000% 

(451 20) 

(28,364) 

$ (73,485) 

STAFF 
Test Year Recornmended 

$ 1,866,546 $ 1,793,061 
S 1.547.385 $ - $ 1,547,385 

Schedule DWC-2 

$ 77.463 $ 77,463 
$ 241,698 $ 168,213 

6.9680% 6.9680% 
$ 16,842 $ 

224,856 $ 156,492 
34.0000% 

$ 
34.0000% 

$ 76,451 
$ 93,293 

:oI. [C], L36 - COI. [A], L36) 

$ 2,746,928 
2.82% 

$ 77,463 

11,721 

$ 53,207 
$ 64,928 

34.0000% 



ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEF 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

RATE BASE - ORIGINAL COST 

LINE 
- NO. 

1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

LESS: 

4 
5 Less: Accumulated Amortization 
6 Net CIAC 

Contributions in Aid of Construction (CIAC) 

7 Advances in Aid of Construction (AIAC) 

8 Customer Deposits 

9 Meter Advances 

10 Deferred Income Tax Credits 

ADD: 
11 Cash Working Capital 

12 Prepayments 

13 Supplies Inventory 

14 Projected Capital Expenditures 

15 Deferred Debits 

16 Tolleson Trickling Filter 

16 Citizens Acquisition Adjustment 

17 Original Cost Rate Base 

Adiustments: 
A. Per plant adjustments on Schedule DWC-4 

C. Per acquisition adjustment on Schedule D1 

References: 
Column [A]: Company Schedule 8-1 
Column [B]: Staff Schedule DWC-4 
Column [C]: Column [A] + Column [B] 

AGUA FRlA WASTEWATER Schedule DWC-3 

PI 
COMPANY 

AS 
FILED 

$ 23,053,41 
789,22 

$ 22,264,19 

PI [CI 
STAFF 

STAFF AS 
ADJUSTMENTS ADJ ADJUSTED 

$ 32 A $ 23,053,443 
789,221 

32 $ 22.264.222 

472,196 472,196 

19,045,098 - ? 9,045,098 

6,134,972 

c-4 

143) 

(6,134,972) C 

$ (6,134,940) $ 2,746,928 



I 
IZONA-AMERICAN WATER COMPANY, INC. - ANTHEWAGUA FRlA WASTEWATER 

el No. WSO1303A-02-0867 e( 4. 
Tesl Year Ended D-mbat 31.2CQ1 

UMMARY OF ORIGINAL COST RATE EASE ADJUSTMENTS 

INE ACCT. 
DESCRIPTION 

E a m  
PLANT IN SERVICE: 

lntan ible I 301.00 &tion 

5 
6 

302.00 Franctnses 
303 00 Miscellaneous Intangibles 

Subtotal Intangible 

11 

1; 

I i 

1; 

17 
18 8: 
16 
17 

22 
23 

46 
47 

52 
53 
5A 1:: 56 Add' 

Treatment and Dischame 
310.00 Land &Land Rights 
311.00 Sbuctures a lmpmvements 
312.00 Preliminary Treatment 
313.00 Primary Treatment Eauipment 
314.00 Secondary Treatment Equipment 
315.00 Telliary Equipment 
316.00 Disfeclion Equipment 
317.00 Effluent Lift Station E 
316.00 Oulfall Line 
319.00 Sludge. Treatment 8 Disbrbufion 
321 .OO Influent Lift Station 
322.00 General Treatment Equipment 

Subtotal Treatment 8 Discharge 

Dlleclion and Influent 
340.00 Land &Land Rights 
341 W Structures & lmpmvements 
342.00 Collection System Lift 
343.00 Collection Mains 
344.00 Force Mains 
345.00 Discharge Sewices 
346.00 Manholes 

Subtotal Collection and Influent 

General .Altocated Common Plant 
369.00 Land &Land Rights 
390.00 Structures B lmpmvements 
391 00 Office Furniture and Equipment 
391.10 Computer Equipment 
392.00 Transportabon Equipment 
393.00 Stores Equipment 
394.00 Tools. Shop, &Garage Equipment 
395.00 Laboratory Equipment 
396.00 Power Operated Equipment 
397.00 Communication Equipment 
396.00 Miscellaneous Equipment 

Subtotal General 

58 Less: 
59 

61 Total Plant in Service 
62 Less: Accumulated Depreciation 
63 Net Plant in Service (L59 ~ L 60) 
Ed 
65 
66 
67 
68 
69 
70 
71 
72 

LESS; 
Contributions in Aid of Construction (CIAC) 

Less: Accumulated Amoldzation 
Net CIAC (L25 - U S )  

Advances in Aid of Construction (AIAC) 
Customer Deposits 
Meter Advances 
Deferred Income Tax Credits 

74 ADD: 
75 Cash Working Capital Allowance 
76 Preoavments 
77 supp~iis Inventory 
76 Projected Capital Expenditures 
79 Deferred Debits 
60 Tolleson Tnckling Filter 
81 Citizens Acquisition Adjustment D 82 Onginal Cost Rate Ease 

1 
I 

I I 

[AI PI 
COMPANY Plant-not used Plant- 
A m  - ADJ 111 e 

Leave Blank Le2 

$ - $ - a  
251.928 

-- 
251.928 - - 

336,560 

823.719 

2.062.401 
8.731.796 

891,776 
813.269 

5.000 
88,108 ~ - 

13.752.629 - - 

140.048 
7,425.125 

1.9f8 
1,170,937 

4.333 
91,499 
46.755 
69.974 
49.105 

785 
16.457 
5,264 
3,266 

15.776 
7.570 ~ - 

310.826 - - 

-- 
$ 23.053.411 $ ~ $ 

789.221 - - 
$ 22,264,190 5 ~ ;Jh 

$ - $ - $  
-- 

472.196 
19.045.098 

6.134.972 ~ - 
$ 6,661,868 $ - 

ADJIi 
1 
2 Plant - unidenbfied 

Plant - not used & useful 1 i Plant-mis-r ted 
Plant - removed by previc 
Post-Test Year Plant 
Remove ANDC Adj. 3/9! 
Remove Ac uisition Adu 

Scheduie DWC4 

PI m Fl A [HI PI 
STAFF 

ADJUSTED 
enbfied Plant Ms-Posted Plant Prev D e c  Post-TY PI AFUDC Ad]. Acqulsltlon Ad) 
#2 ADJ#J u A D J 1 I G  ADJIlT 
Hank Leave Blank Leave Blank Leave Blank 

- $  - $ - $ -  5 -  $ ~ $ 
251.928 

251,926 
--- --- - - 

1,208 
- ~ 2.463 

3.671 
- - 

336.560 

823.719 

2.062.401 
6.731.796 

691.776 
813,269 

6208 
90.571 

13,756,300 

4.940 144.986 
7,425.125 

1,916 
1.170.937 

8.742.966 
--- 

4.940 
~ 

- - 
(4,200) 
1.379 

133 
92.870 

(2.842) 43.913 
69.974 
49.105 

785 
11,230 
3.557 

(5227) 
(1.727) 

3,288 
4.038 19.814 

7,570 
302.247 (6.579) - --- - - 

--- - $ - $ 32 $ - $ - $ 23.053.443 
- 

- $  
789.221 - - --- $ S 32 .$ - , $ - $ 22.264.222 

- 1 6  - 
- $  - 5 -  1 6 -  $ -  $ - $ 

472.196 
19,045,096 

_. --- 

-- 
5 . 5 3 2  
-_I__ 

(6.134.972) 

References: 
Per Staff Engineenng Reports 
Per Staff Enginaenng Repolts 
Per Comoanv Reswnse to Staff Data Resuest BKB 263 

l e m m  Per Dec&n'No bo172 
Per Company Response to Staff Data Request DWC 12-2 
Per Comoanv Resoonse to Staff Data Request DWC 610 Amended 

_ I  r 

?nt Per Cadson Direct Testimony I 
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ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEMIAGUA FRlA 
Docket No. WS-01303A-02-0867 et ai. 
Test Year Ended December 31,2001 

OPERATING INCOME STATEMENT -TEST YEAR AND STAFF F 

LINE 
- NO. DESCRIPTION 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

RE VENUES: 
Flat Rate Revenues 
Measured Revenues 
Other Wastewater Revenues 
Total Operating Revenues 

OPERATING EXPENSES: 
Salaries & Wages 
Purchased Wastewater Treatment 
Purchased Power 
Fuel for Power Production 
Chemicals 
Materials and Supplies 
Repairs & Maintenance 
Ofice Supplies & Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expense 
Insurance - General Liability 
Insurance -Health and Life 
Regulatory Comm. Exp. - Rate Case 
Miscellaneous Operating Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 
Tolleson Wastewater User Fees 

[AI 

COMPANY 
TEST YEAR 

AS FILED 

$ 880,474 

986,072 
$ 1,866,546 

$ 317,956 
19.925 
5,714 

(1.053) 

72,565 
26,544 

287,577 

8,308 

(3,612) 

12,319 
241,357 
876,022 

17,520 
121,472 
(87,213) 

STEWATER Schedule All-I 

)POSED 

[BI 

STAFF 
TEST YEAR 

ADJUSTMENTS 

$ 

(1 78,644) 

55 

1,053 
(28,040) 
(1.390) 

(287,577) 

1,331 

5,273 

67,299 
(1 0,693) 
(4,073) 
(I 9,823) 
180,506 

Total Operating Expenses 
Operating Income (Loss) 

$ 1,915,401 
$ (48,855) 

$ (274,723) 
$ 274,723 

References: 
Column [A]: Company Schedule C-I 
Column [B]: Schedule All-2 
Column IC]: Column [A] + Column [B] 
Column [D]: Schedules DWC-1 and DWC-2 
Column [E]: Column [C] + Column [D] 

[CI 
STAFF 

TEST YEAR 
AS 

ADJUSTED 

$ 880,474 

986,072 
$1,866,546 

$ 139,312 
19,925 
5,769 

(1,053) 
1,053 

44,525 
25,154 

9,639 

1,661 

12,319 
308,656 
865,329 

13,447 
101,649 
93,293 

[Dl 

STAFF 
PROPOSED 
CHANGES 

[El 

STAFF 
RECOMMENDED 

$ (73,485) 

$ 

(28,364) 

$1,640,678 
$ 225,868 

$ (28,364) 
$ (45,121) 

$ 806,989 

986,072 
$ 1,793,061 

$ 139,312 
19,925 
5,769 

(1.053) 
1,053 

44,525 
25,154 

9,639 

1,661 

12,319 
308.656 
865,329 

13,447 
101,649 
64,929 

$ 1,612,313 
$ 180,748 
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ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEM 
Docket No. WS-O1303A-02-0867 et ai. 
Test Year Ended December 31.2001 

OPERATING INCOME ADJUSTMENT #I - CITIZEN'$ 

LINE 
NO. DESCRIPTION 

1 Taxes Other Than Income 
2 Purchased Power 
3 Chemicals 
4 Materials and Supplies 
5 Office Supplies & Expense 
6 Outside Services 
7 Rents 
8 Insurance Expense 
9 Miscellaneous Expense 

10 Total Adjustments 

REFERENCES: 
Column [A]: 

Column [B]: 

Company, Schec 
Company, Schec 
Bourassa, Direct 
Stephenson, Diri 

Testimony, All 

iGUA FRlA WASTEWATER 

2ORPORATE COST 

[AI 
:OMPANY 
4s FILED 

(55) 

(1,053) 
(1,251) 
1,390 

(1,331) 
(1 0,204) 
(71.474) \ .  I 

(83,978) 

ADJUSTMENT 
LABEL 

l a  
I b  
I C  

I d  
l e  
I f  

. I h  
l i  

I g  

ile C-2, page 1 
ile C-2, page 2 
page 12 
:t, Pages 15 and 16 

Schedule All-3 

PI 
STAFF 

ADJUSTMENT 
$ 
$ 55 
$ 
$ 1,053 
$ 1,251 
$ (1,390) 
$ 1,331 
$ 10,204 

- 

$ 71,474 
83.978 !% 
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ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEM/AGUA FF 
Docket No. WS-O1303A-02-0867 et at. 
Test Year Ended December 31,2001 

OPERATING INCOME ADJUSTMENT #2 - SERVICE COMPAN 

LINE 
- NO. DESCRIPTION 

1 Service Company Charges 
2 Total 

REFERENCES: 
Column [A]: 

Column [B]: 

Company, Schedule C-2, 
Company, Schedule C-2, 
Bourassa, Direct, pages 1 
Stephenson, Direct, page 

Testimony, All 

h WASTEWATER 

CHARGES 

\iY 
iD 

!87,577 
K7.577 

tge 1 
ige 3 
and 13 
5 

SCHEDULE All-4 

[Bl 
STAFF 

ADJUSTMENT 
$ (287,577) 
$ (287,577) 
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ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEMIAGUA FF; 
Docket No. WS-01303A-02-0868 ET AL 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #3 - PROJECTED ADDITIONAL EXPEN 

LINE 
- NO. DESCRIPTION 

1 Salaries &Wages 
2 Ofice Expense 
3 Insurance 
4 Miscellaneous 
5 Total 

[A1 
COMPAF 
AS FILE 

$ 108, 
$ 29, 
$ 4, 
$ 4, 
$ 146, 

REFERENCES: 
Column [A]: Company, Schedule C-2, page 1 

Company, Schedule C-2, page 10 
Bourassa, Direct, pages 15 and 16 
Stephenson, Direct, pages 17 and 

Column [B]: Testimony, All 

WASTEWATER 

ADJUSTMENT 
LABEL 

3a 
3b 
3c 
3d 

SCHEDULE All-5 

PI 
STAFF 

ADJUSTMENT 
$ (1 08,156) 
$ (29,291 ) 
$ (4,931) 
$ (4,175) 
$ (1 46,553) 



ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEMIAGUA FRlA WASTl 
Docket No. WS41303A-02-0867 et al. 
Test Year Ended December 31, 2001 

OPERATING INCOME ADJUSTMENT #4 -TEST YEAR SALARIES, W 

LINE 
- NO. DESCRIPTION 

1 Salaries & Wages 
2 Payroll Taxes 
3 Total 

[AI 
COMPANY 
AS FILED 

$ (139,312 
$ (13,447 
$ (152,759 

REFERENCES: 
Column [A]: Company, Schedule C-2, page 1 

Company, Schedule C-2, page 3 
Bourassa. Direct, page 13 

Column [e]: Testimony, All 

ATER SCHEDULE A l l 4  

jESANDRELATEDEXPENSES 

P I  
ADJUSTMENT STAFF 

LABEL ADJUSTMENT 
4a $ 139,312 
4b $ 13,447 



ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEMIAGUA FRlA WASTE 
Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31,2001 

ATER b 
OPERATING INCOME ADJUSTMENT #5 - PROJECTED SALARIES A 

SCHEDULE All-7 

LINE 
- NO. DESCRIPTION 

1 Salaries &Wages 
2 Payroll Taxes 
3 Total 

PI 
ADJUSTMENT STAFF 

ADJUSTMENT 
$ 209,800 5a $ (209,800) 

5b $ (1 7,520) 
$ (227,320) 

REFERENCES: 
Column [A]: Company, Schedule C-2, page 1 

Company, Schedule C-2, page 5 
Bourassa, Direct, pages 15 and 1 
Stephenson, Direct, pages 17 and 18 

Column [e]: Testimony, All 
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ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEM/AGUA FRlA WASTEWATER 1 
Docket No WS-01303A-02-0867 et al. 
Test Year Ended December 31.2001 

OPERATING ADJUSTMENT #6 - DEPRECIATION EXPENSE I 

I 
I 
I 

I 
5 Subtotal Intangible 
6 

I 
I 
I 
I 
I 

I 
I 

a 

19 General Treatment Equipment $ 

21 I 
$ 13,7:7,300 - $ 20 Subtotal Treatment & Discharge 

SCHEDULE Al l4  

2.03% $ ++?- 29 Manholes 
30 Subtotal Collection and InRUent 
31 i I 
32 General 

$ ~ 133 0.00% $ 33 Land and Land Rights 
34 Structures and Improvements $ 9 p  1.68% $ 
35 Office Funiture and Equipment $ 4 ,913 4.55% $ 

I 

$ 6b.974 4.55% $ 3.180 36 Comouter Eauinment 

LINE 
NO DESCRIPTION - 

1 lntanoible 
2 Organization 
3 Franchises 
4 Miscellaneous Intangibles 

45 I 
46 TOTALS 
47 Amortization of Deferred Regulatory Assets 9,122 3.93% 3 

DEPRECTION I ~~ 

50 Company Proposed depreciation Expense a76.022 

I 51 Staff Adjustment $ (10,693) 

0.00% $ 

7 Treatment & Dischame 
8 Land and Land Rights $ 33 (I ,,560 0.00% $ 

- 5.00% $ 

- 5.00% $ 

9 Structures and Improvements 
10 Preliminary Treatment 
11 Primary Treatment Equipment 

$ 2,06#.401 5.00% $ 103,120 12 Secondary Treatment Equipment 
$ 8,731,796 5.00% $ 

--- 
13 Tertiary Equipment 
14 Disinfection Equipment $ 89 ,776 5.00% $ 
15 Effluent Litl Station E $ 811.269 8.40% $ 
16 Outfall Line $ ~ - 5.00% $ 
17 Sludge, Treatment & Distribution 
18 Influent Lift Station 

41,186 

436,SYU 
44,589 
68.315 

- 5.00% $ $ 
$ 6,208 8.40% $ 521 

b,571 5.00% $ 4,529 
698.849 

22 Collection and Influent 
23 Land and Land Rights $ 1 ~ - 0.00% $ 
24 Structures and Improvements - 1.67% $ 

25 Collection System Lift 
26 Collection Mains 
27 Force Mains 
28 Discharge Services 

12.179 
151,473 

$ 11,918 2.07% $ 40 
$ 1.17b.937 2.04% $ 23,887 

168 $ 187.578 

1,561 
1,996 

. .  
37 Transportation Equipment 
38 Stores Equipment 31 

464 
132 

39 Tools, Shop and Garage $ 1il.230 4 14% $ 
$ 371% $ i 514% $ 169 

1 ,814 1028% $ 2,036 

40 Laboratory Equipment 
41 Power Operated Equipment 
42 Communication Equipment . __ 
43 Miscellaneous Equipment 7,570 4 9 8 % 4  

5 44 Subtotal General - 
3 r 1  

i 22.223 

; 908,651 
i 3.897 

48 Less: Amotization of Contributions 
49 Staff recommended depreciation Expense 

2,196 10.00% $ (47.220). 
S 865.329 

I . ... 



I 
I 
8 
I 
I 
1 
1 
I 
I 
1 
I 
I 
1 
I 
I 
I 
I 
I 
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ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEMIAGUA FRlA WASTE 
Docket No. WS-01303A-02-0867 et ai. 
Test Year Ended December 31,2001 

OPERATING ADJUSTMENT #7 - PROPERTY TAX EXPENSE 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

DESCRIPTION 
Staff Adjusted Test Year Revenues - 2001 
Weight Factor 
Subtotal (Line 1 x Line 2) 
Staff Recommended Revenue 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 / Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 x Line 8) 
Plus: 10% of CWlP - 2001 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 x Line 13) 
Composite Property Tax Rate 
Staff Recommended Property Tax Expense (Line 14 x Line 15) 
Company proposed Property Tax Expense 
Staff Adjustment (Line 16 - Line 17) 

rTER 

AMOUNT 
i 1,866,546 

n 
L 

i 3,733,092 
; 1,793,061 
i 5,526,153 

3 
; 1,842,051 

L 

6 3,684,102 
6 
6 49,104 
6 3,634,998 

25% 
6 908,750 

11.185601% 
S 101.649 
§ 121,472 
6 (19,823) 

j3) 

SCHEDULE All-9 



ARIZONA-AMERICAN WATER COMPANY, INC. - ANjHEMlAGUA FRlA WASTEWATER 

Test Year Ended December 31,2001 
Docket No. WS-01303A-02-0868 ET AL SCHEDULE All-10 

OPERATING ADJUSTMENT #8 - INCOME TAX EXPEbSE 

LINE 
- NO. DESCRIPTION 

1 Income Taxes 
2 Total 

REFERENCES: 
Column [A]: 

Column [B]: 

Column [C]: 

I PI [BI tC1 
CdMPANY STAFF STAFF 
A FILED ADJUSTMENT PROPOSED 

(87,213) $ 180,506 $ 93,293 
93,293 5- (87,213) $ 180,506 $ 

Com/m=iy, Schedule C-I, page 1 
any, Schedule C-2, page 1 
any, Schedule C-3, page 1 

Colubn [A] + Column [B] 



ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEMIAGUA FRIA WASTEWATER 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 

MINIMUM MONTHL AND COMMODITY CHARGES t 
CUSTOMER 

CLASS 

Residential Units 
Small Commerical User 5 / 8  
Small Commerical User 314" 
Small Commerical User 1" 
Comm. Large User 
Anthem/Agua Fria Treatco 
Industrial Discharge Annual Fee <50,00Ogal/mi 
Industrial Discharge Annual Fee >50,00OgaVmi 

Schedule DRR-1 

LINE 
NO. 

CUSTOMER 
CLASS 

PRESENT 

I 

2.00 
7,000 $ 2.00 

$ 24.00 10,000 $ 2.00 
$ 32.00 15,000 $ 2.00 

2.00 
$ - 9Q9,999,999 $ 2.32 
$ 500.00 
$1,000.00 

i - 

9 
10 
1 1  
12 
13 
14 

Residential Units 
Small Commerical User 518" 
Small Commerical User 314" 
Small Commerical User 1" 
Comm. Large User 
Anthem/Agua Fria Treatco 

$ 14.68 7,000 
$ 14.68 7,000 

15,000 
$ 22.03 
$ 29.37 

~ 10,000 

$ 1 .84 
$ 1.84 
$ 1.84 
$ 1.84 
$ I .&I 
$ 2.32 

COMPANY PROPOSED 
GALLONS COMMODITY 
INCLUDED CHARGE 

$ 22.40 7,000 $ 2.80 
$ 22.40 7,000 $ 2.80 
$ 33.60 10,000 $ 2.80 
$ 44.80 15,000 $ 2.80 

96.96 999,999,999 $ 2.80 
$ - 999,999,999 $ 2.32 
$ 500.00 
$ 1,000.00 

Industrial Discharge Annual Fee <50,00OgaI/m 
Industrial Discharge Annual Fee >50,00OgaVm I I 

Note: Charges are applied up to the usage indicated in the schedules. Amounts in excess of the first tier have no charges. 



ARIZONA-AMERICAN WATER COMPANY, INC. - ANTHEM/AGUA FRI 
Docket No. WS-O1303A-02-0867 et al. 
Test Year Ended December 31,2001 

CUSTOVER 
CLASS 

Residential Units 
Small Commerical User 518" 
Small Commerical User 3/4" 
Small Commerical User 1" 
Comm. Large User 
Anthem/Agua Fria Treatco 

TYPICAL BILL ANALYSIS AVERAGE 

AVER 
USAGE I: 

. 8,854 
8,205 

60,695 
484,100 

WASTEWATER 

ID MEDIAN USAGE COST COMPARISONS 

4CREASE I PERCENT 

15.45 51.50% 
16.69 51.50% 

95.48 51.50% - 

- 
LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 

- 

- - 
-IN[ 
NO 

9 
10 
11 
12 
13 
14 
75 
16 

_I 

- 

MEDIAN I INCREASE I PERCENT 

$ 45.45 $ 15.45 51 50% 
$ 48.48 $ 16.48 51 SO% 

$ 121.20 $ 41.20 51 S O %  
$ 1,123.11 $ 0.00% 

Residential Units 
Small Commerical User 518" 
Small Commerical User 314" 
Small Commerical User 1" 

Anthem/Agua Fria Treatco 
Comm. Large User 

CUSTOMER 
CLASS AVERAGE [ 

$ 45.45 
$ 49.10 

$ 280.87 
$ 1,123.11 

-INE CUSTOMER 
NO. 

17 
18 
19 
20 
21 
22 
23 
24 - 

CLASS AVERAGE [ 

Residential Units 
Small Commerical User 518" 
Small Commerical User 3/4" 
Small Commerical User 1" 
Comm. Large User 
Anthem/Agua Fria Treatco (Contracted Price) 
Industrial Discharge Annual Fee <50,00Ogal/n 
Industrial Discharge Annual Fee >50,00Ogal/n 

ECREASE I PERCENT 

(2.47) -8.23% 
(2.67) -8.23% 

(15.25) -8.23% 
- 

$ 27.53 
$ 29.74 

MEDIAN I DECREASE I PERCENT 

$ 27.53 $ (2.47) -8.23% 
$ 29.37 $ (2.63) -8.23% 

$ 73.42 $ (6.58) -8.23% 
$ 1,123.11 $ 0.00% 

$ 170.14 
$ 1,123.11 

CUI 
NE 
)OLLARS 

30.00 
32.41 

185.39 
1,123.1 1 

8,000 $ 30.00 
8,000 $ 32.00 

8,000 $ 80.00 
484,100 $ 1,123.11 

Schedule DRR-2 

ENT 
MEDIAN 

USAGE I DOLLARS 

I I 



TUBAC 
WATER 





Docket No. WS-01303A-02-0867 et al. 
Test Year Ended December 31.20 

GROSS REVENUE CONVERSION FACTOR 

LINE 
NO DESCRIPTION - 

Calculation of Gross Revenue Conversion Factor: 
1 Billings 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 

6 

Combined Federal and State Tax 

Revenue Conversion Factor (L1 1 
5 Subtotal (L3 - L4) 

m 

Rate (Line 1 7) 

8 Combined Federal and State Tax Rate (Line 17) 
9 
10 Uncollectible Rate 
11 

One Minus Combined Income Tax Rate (L7 - L8 ) 

Uncollectible Factor (L9 x L10 ) I 
Calculation of Effective Tax Rate: 

12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate I 

m 14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Line 40) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and State Income Tax Rate (L13 + L16) I 

B 18 Required Operating Income (Schedule DWC-1, Col. [B]. Line 5) 
19 Adjusted Test Year Operating Income (Loss) (Sch. All-I, Col. [C], 
20 Required Increase in Operating Income (LIS - L19) 

21 Income Taxes on Recommended Revenue (Col. [D], L39) 
22 Income Taxes on Test Year Revenue (Col. [B]. L39) 
23 Required Increase in Revenue to Provide for Income Taxes (L21 - 
24 Recommended Revenue Requirement (Schedule DWC-1, Col. [B 
25 Uncollectible Rate (Line I O )  
26 Uncollectible Expense on Recornmended Revenue (L24 x L25) 
27 Adjusted Test Year Uncollectible Expense 
28 Required Increase in Revenue to Provide for Uncollectible Exp. (L I 
29 Total Required Increase in Revenue (L20 + L23 + L28) 

Calculation of lncome Tax: 
30 Revenue (Schedule All-I, Col. [Cl, Line 5 8 Sch. DWC-1, Col. [B] 
31 Operating Expenses Excluding -Income Taxes 
32 Synchronized Interest (L43) 
33 Arizona Taxable Income (L30 - L31 - L32) 
34 Arizona State Income Tax Rate 
35 Arizona Income Tax (L33 x L34) 
36 Federal Taxable Income (L33 - L35) 
37 Federal Income Tax Rate 
38 Federal Income Tax (L36 x L37) 
39 Combined Federal and State Income Tax (L35 + L38) 

41 Rate Base (Schedule DWC-3, Col. [C], Line 17) 



1 Plant in Service 
2 Less: Accumulated Depreciation 
3 Net Plant in Service 

I 
I LESS: 

4 
5 Less: Accumulated Amortization 
6 Net CIAC 

7 

Contributions in Aid of Construction (CIAC) I 
I 

I 

Advances in Aid of Construction (AIAC) 

8 Customer Deposits 

9 Meter Advances 

10 Deferred Income Tax Credits I 
ADD: 

I 11 Cash Working Capital 

12 Prepayments 

I 13 Supplies Inventory 

14 Projected Capital Expenditures 1 
15 Deferred Debits 

I ition Adjustment 

ost Rate Base I 
I B. See accumulated depreciation adjustme 



PLANT IN SERVICE 

302 00 Franchses 

Subtotal Intangible 

Source of Supply 
8 310 00 Land 8 Land Rights 
9 311.00 Struchues 8 Improvements 
10 312.00 Collecting 8 lmpoundlng Resewoirs 
11 313 00 Lakes, Rivers. Omer Intakes 
12 314 00 Wells and Spnngs 
13 Subtotal Source of Supply 

I’ 
20.414 
a492 

116,034 (1,6241 - 
156,940 (1.624) - 

14 
15 &!&?L@g 
16 320 00 Land 8 Land Rights 50 
17 321.00 Slrudurfs 8 Improvements 14.606 
18 
19 325 00 Eleetnc Pumping Equipment 244,199 

323 00 other Power Production 

20 326 w ~1-d PumpingEquipment 679 
21 328 IO Gas ~ngine Pumping Equipment 42.994 

Subtotal Pumping 302,730 
_. - 

I 

24 Water Treatment 
Land 8 Land Rights 
Shuctures 8 Improvements 
Water Trealment Equipment 
Subtotal Water Treatment 

Transmission 8 Dlslnbution 
Land 8 Land Riahts 

32 
33 
34 
35 344 00 FireMains 
36 345.W Services 
37 34600 Meters 
38 34800 Hydrants 
39 

341 w Structures 8 tmirovements 
342 00 Dlsblbution Reservoirs 8 Standpipes 
343 00 Transmlsslon 8 Dislnbuliun 

349 00 OIher Transmission 8 Dislnbubon 

I 
Subtotal Transmlssion 8 Dislnbu Bg General -Allocated Common Plant 

389 W Land 8 Land Rights 
390 W Structures 8 Improvements 

43 
44 

50 

505 
555 

- - 

539 
156 

142,420 
921.147 

272.942 
87,950 
24.189 

1.449.343 

26 
17,767 

45 391.00 Office Funuiure and Equipment 9.093 

47 392 00 Transportabon Equipment 9,535 

49 394.00 Tools, Shop. 6 Garage Equipment 2,181 

51 396 00 Power Operated Equipment 638 

I, Subtotal General 58,510 

46 391.10 Computer Equipment 13,194 

48 393 00 Stores Eqrupment 152 

50 395 00 Laboratory Equipment 691 

52 397.00 Communleabon Equipment 3,763 
53 398.00 Miscellaneous Equipment 1,470 

55 

- 60 
61 Total Plant in Service $ 1,968,840 $ (1.624) $ 
62 Less. Aeeumulated Depreciabon 569.484 1.624 - 
63 Net Plant in S m c e  (L59 - L 60) $ 1.399.356 $ (0) 

68 Conlnbthns in Ad of Construcbon (CIAC) J - s - 5  
67 LESS: Aaumaated ArrmrUzahon - 
69 Advances in Atd of Consb-ucbon (AIAC) 170.0~1 
70 Customer Deposits 590 
71 MeterAdvances 
72 Deferred irwome Tax Credik 

68 Net C!AC (US - U6) 143.675 

-- 
I J  
74 A B  
75 Cash Working Capital Allowance 
76 Prepaymenk 
77 Supplies Inventory 
78 Proiected Caoital ExDanditures 



Docket No. WS-01303A-02-0867 et al 

REVENUES: 
Metered Water Sales 

i otal Operating Revenues 

AS FILED 

2,691 
$ 254,486 

7 OPERATING EXPENSES: 
8 Salaries &Wages $ 77,690 
9 Purchased Water 
10 Purchased Pumping Power 20,767 
11 Chemicals 16 
12 Repairs & Maintenance 18,029 
13 Office Supplies & Expense 19,965 

I 14 Outside Services 10,516 
15 Service Company Charges 38,653 
16 Water Testing 1,420 
17 Rents 3,454 
18 Transportation Expense 
19 Insurance - General Liability 3,428 
20 
21 Regulatory Comm. Exp. - Rate Case 1,680 
22 Miscellaneous Operating Expense 7,022 

Depreciation Expense 37,208 
24 Taxes Other Than Income 4,809 
25 Property Taxes 23,752 
26 IncomeTax (28,505: 
27 
28 Total Operating Expenses $ 239,904 
29 erating Income (Loss) $ 14.582 

I 

Insurance - Health and Life ' I  
I 

References: 
Column [A]: Company Schedule GI 
Column [B]: Schedule All-2 
Column IC]: Column [A] + Column [B] 
Column [D]: Schedules DWC-1 and DWC-2 
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Docket No. WS-01303A-02-0867 et al. 
est Year Ended Decemb 

OPERATING INCOME ADJUSTMENT #2 - SERVICE 

LINE 
- NO. DESCRIPTION 

1 Service Company Charges 
2 Total 

REFERENCES: 
1 

Column [A]: Company, Sch 
Company, Sch 
Bourassa, Dire 

Column [B]: Testimony, All 



Docket No. WS-01303A-02-0867 et al 

LINE 
- NO. DESCRIPTION 

1 Salaries &Wage 

5 Total $ 3: 

Column [A]: Company, Schedule (3-2, pa 
Company, Schedule C-2, pa 
Bourassa, Direct, pages 11 i 
Stephenson, Direct, pages 1 



Docket No. WS-01303A-02-0867 et al. 
Ended December 31,2001 

ING INCOME ADJUSTMENT 

REFERENCES: 
Column [A]: Company, Schedule C-2, page 1 

Company, Schedule C-2, page 4 
Bourassa, Direct, pages 11 and ' 
Stephenson, Direct, pages 17 an 

Column [B]: Testimony, All 

I 



No. WS-01303A-02-0867 et al 

- NO. DESCRIPTION 
1 Salaries &Wages 
2 Payroll Taxes 1 3 Total 

1 REFERENCES: 
Column [A]: Company, Schedule C 

Company, Schedule C 
Bourassa, Direct, page 1 Stephenson, Direct, p i  

Column [B]: Testimony, All 



I 
I 
1 
I 
t 
I 
I 
1 
I 
I 
I 
I 







PRESENT 
CUSTOMER MINIMUM GALLONS 

CLASS CHARGE INCLUDED 

1 f: 

29 
30 
31 
32 
33 
34 
35 
36 

Residential 518" $ 15.35 
Residential 34" $ 15.35 
Residential 1" $ 23.00 
Residential 15" $ 46.00 
Residential 2' $ 76.00 
Residential 3" $ 90.00 
Residential 4" $ 132.00 
Residential 6" $ 180.00 
Residential 8" N/A 
Comnerical5/8" $ 15.35 
Commencal3/4' $ 15.35 
Cornmencall. $ 23.00 
Cornmencall .5" $ 46.00 
Commencal2" $ 76.00 
Comnca l3"  $ 90.00 
Commencal4' $ 132.00 
Comrnencal6" $ 180.00 
COmmenCal 8" N/A 

CUSTOMER 
CLASS 

Residenbal 518" 
Residential 314" 
Residential 1" 
Resdential 1.5' 
Resldenbal2' 
Resldenbal3" 
Residential 4" 
Residential 6. 
Residential 8" 
Commencal5/8" 
COmmencal34" 
Commencal 1" 
Commencal 1.5" 
Commencal2' 
Commencal3' 
Commencal4" 
Commencal6" 
Commencal8" 

COMPANY PROPOSED I STAFF RECOMMENDED 
MINIMUM GALLONS MINIMUM GALLONS 
CHARGE INCLUDED CHARGE INCLUDED 

$ 28.58 

$ 167.59 
$ 245.79 
$ 335.17 
$ 2.658.00 
$ 28.58 
f 28.58 
$ 42.83 
$ 85.66 
$ 141.52 
$ 167.59 
$ 245.79 
$ 335.17 
f 2.858.00 

$ 20.80 
$ 20.80 
$ 31.17 
$ 62.33 
$ 102.98 
$ 121.95 
$ 178.85 
$ 243.89 
$ 2,079.62 
$ 20.80 
$ 20.80 
$ 31.17 
$ 62.33 
$ 102.98 
$ 121.95 
$ 178.85 
$ 243.89 
$ 2,07962 

PRESENTRATES 
TIER ONE I TIER TWO 

COMMODITY UPPER COMMODITY UPPER 
RATE LIMIT RATE LIMIT 

$ 800 $ 2 04 Infinite 
5 8.00 5 2.04 Infinite 
$ 8.00 $ 2.04 Infinite 
$ 6.00 $ 2.04 Infinite 
$ 800 $ 2.04 Infinite 
5 8.00 $ 
$ 8.00 $ 
$ 8.00 $ 
$ 6.00 $ 
$ 8.00 $ 
$ 800 $ 
$ 800 $ 
$ 8.00 $ 
$ 1.66 8.00 $ 
$ 1.66 6.00 $ 2.04 Infinite 
$ 1.66 8.00 $ 2.04 Infinite 
$ 1.66 8.00 $ 2.04 Infinite 
$ 1.66 800 $ 204 Infinite 

I 

I COMPANY PROPOSED RATES STAFF RECOMMENDED RATES 
TIER ONE I TIER TWO TIER ONE I TIER TWO I TIER THREE 

UPPER COMMODI UPPER COMMODITY UPPER COMMODITY UPPER 
LIMIT RATE LIMIT RATE LIMIT RATE LIMIT 

$ 3.09 4.00 f 2.72 51.00 $ 326 Infinite 
$ 3.09 8.00 $ 3.79 Infinite 1 .81 4.00 $ 2.72 51.00 $ 3.26 Infinite 
$ 3.09 4.00 $ 2.72 51.00 $ 3.26 Infinite 

3.26 Infinite $ 3.09 8.00 $ 3.79 Infinite 1 .81 4.00 $ 2.72 51.00 $ 
3.26 Infinite $ 3.09 8.00 $ 3.79 Infinite ~ : 1.61 4.00 $ 2.72 51.00 $ 

$ 3.09 8.00 $ 379 Infinite , $ 1.81 4.00 $ 2.72 51.00 $ 3.26 Infinite 
$ 3.09 4.00 $ 2.72 51.00 $ 3.26 Infinite 

3.26 Infinite $ 3.09 4.00 $ 2.72 51.00 $ 
$ 3.09 8.00 $ 3.79 Infinite I $ 1.81 4.00 $ 2.72 51.00 $ 3.26 Infinite 

3.26 Infinite $ 3.09 8.00 $ 3.79 Infinite $ 1.81 4.00 0 2.72 51.00 $ 
$ 3.09 8.00 $ 3.79 Infinite 1 $ 1.61 4.00 $ 2.72 51.00 $ 3.26 Infinite 

3.26 Infinite $ 3.09 8.00 $ 3.79 Infinite I $ 1.81 4.00 $ 2.72 51.00 $ 
3.26 Infinite $ 3.09 4.00 $ 2.72 51.00 $ 
3.26 Infinite $ 3.09 4.00 $ 2.72 51 00 $ 
3.26 Infinite $ 3.09 8.00 $ 3.79 Infinite 1 $ 1.81 4.00 $ 2.72 51.00 $ 
3.26 Infinite $ 3.09 8.00 $ 3.79 Infinite $ 1.81 4.00 $ 2.72 51.00 $ 
3.26 Infinite $ 3.09 8.00 $ 3.79 Infinite $ 1.81 4.00 $ 2.72 51.00 $ 
3.26 Infinite $ 3.09 8.00 $ 3.79 Infinite $ 1.81 4.00 $ 2.72 51.00 $ 



I 
I 

I 
I 
I 
I 

- 
-lNE 
NO 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
28 

- 

- 
.INE 
2 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
_. 

Residential 518" 
Residential 314" 
Residential 1" 
Residential 1.5" 
Residential 2" 
Residential 3" 
Residential 4" 
Residential 6" 
Residential 8" 
Commerical518" 
Commerical34" 
Commerical 1" 
Commerical 1.5" 
Commencal 2" 
Commerical3" 
Commerical4" 
Commerical6" 
Commerical8" 
ntentionally lefl blank 

CUSTOMER 
CLASS 

Residential 518" 
Residential 314" 
Residential 1" 
Residential 1.5" 
Residential 2" 
Residential 3" 
Residential 4" 
Residential 6" 
Residential 8" 
Commerical518" 
Commerical 314" 
Commerical 1" 
Commerical 1.5" 
Commerical2" 
Commerical3" 
Commerical4" 
Commerical6" 
Commerical8" 
ntentionally lefl blank 

LINE CUSTOMER 
NO. CLASS 

48 Residential 518" 
49 Residential 34" 
50 Residential 1" 
51 Residential 1.5" 
52 Residential 2" 
53 Residential 3" 
54 Residential 4" 
55 Residential 6" 
56 Residential 8" 
57 Commerical518" 
58 Commerical 34" 
59 Comrnericall" 
60 Commericall.5" 
61 Commerical2" 
62 Commerical3" 
63 Commerical4" 
64 Commerical6" 
65 Commerical8" 
66 Intentionally left blank 

USAGE I DOLLAR$ 

22.833 $ 133.w 
NIA 
NIA 
NIA 

ZNT 
MEDIAN 

USAGE I DOLLARS 

30,000 $ 134.16 

8,000 $ 36.28 
6,000 $ 96.00 

29,000 $ 132.12 

AVERAGE I INCREASF I PERCENT 

$ 72.92 $ 33.13 86.06% 

$ 95.22 $ 44b5 86.07% 
$ 232.61 $ 85.98% 
$ 259.10 $ ;!$ 86.05% 
$ 178.52 $ 82.p 86.21% 

NIA 

i NIA 
NIA 
NIA 1 
NIA 

86.14% 

86.03% 
86.00% 

$ 57.43 $ 

$ 10989 $ 50.62 
$ 213.34 $ 

$ 248.53 $ 114. 9 86.11% 
$ 739.16 $ z::F 85.88% 

NIA 
NIA 
NIA 

a) Reflects phase two rates1 
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